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PREFACE  TO  THE  FIFTH  EDITION 

Wholly  enviable  is  the  position  of  the  United  States  at  the  end 
of  the  great  World  War,  above  all  so  far  as  our  export  trade  is 
concerned.  Stupendous  opportunities  confront  us;  the  markets 
of  the  world  are  clamoring  for  merchandise ;  our  manufacturing 
facilities  and  capacities  have  been  largely  increased ;  a  really  im- 
posing tonnage  of  new  American  shipping  is  in  sight ;  best  of  all 
we  have  learned  much  more  of  the  **how"  of  export  trading  and 
we  have  learned  to  think  internationally. 

Innumerable  kinds  of  American  manufactured  goods  have  for 
the  first  time  been  introduced  to  buyers  in  other  markets  of  the 
world — introduced,  perhaps  in  some  cases,  in  spite  of  ourselves, 
because  Europe  has  been  unable  to  supply  old  favorites.  If  we 
do  not  keep  a  goodly  share  of  this  new  trade,  we  shall  have  no  one 
to  blame  but  ourselves — it  will  be  because  we  have  not  handled 
it  intelligently,  built  wisely  on  the  foundations  thus  laid.  The 
financial  center  of  the  world  has  been  temporarily,  at  least,  trans- 
ferred to  our  shores — ^shall  we  use  our  power  wisely  and  well  f 

For  the  four  years  1911  to  1914  our  total  exports  amounted 
to  $9,000,000,000;  for  the  four  war  years  1915  to  1918,  to  over 
$19,000,000,000,  an  export  trade  never  before  approximated  by 
any  country.  It  was  not  until  1911  that  our  total  annual  export 
trade  reached  the  two  billion  dollar  mark.  Contrary  to  the  ideas 
of  many  Americans  our  war  time  tride  was  not  exclusively  com- 
posed of  munitions  and  supplies  for  Europe.  In  1918  we  shipped 
goods  to  South  America  valued  at  over  $314,000,000;  in  1914 
our  exports  to  that  market  were  only  $124,000,000.  To  Africa 
our  exports  in  1918  were  valued  at  $55,000,000;  in  1914,  before 
the  war,  Africa  bought  from  us  only  $27,000,000.  Our  exports 
to  Asia  and  Oceania  in  1918  amounted  to  $582,000,000 ;  contrast 
that  total  with  $197,000,000  shipped  to  those  markets  in  1914. 
These  records  were  made  despite  inadequate  shipping,  in  the  face 
of  many  export  restrictions  voluntarily  and  cheerfully  assumed 
because  of  war  requirements. 

The  new  era  which  has  opened  before  us  in  the  year  following 
the  close  of  the  war  has  brought  with  it  new  problems.  We  are 
coming  to  realize,  for  instance,  that  a  tremendously  large  favor- 
able balance  of  trade  may  not  be  an  unmixed  blessing  either  to 
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ourselyes  or  to  the  rest  of  the  world  and  the  conviction  is  growing^ 
that  we  must  become  a  much  greater  importing  nation  than  ever 
before.  Foreign  exchanges,  which  have  worried  some  people  un- 
duly, will  certainly  be  corrected  as  the  trade  of  the  world  resumes 
a  normal  course.  Meanwhile,  we  have  to  remember  that  Eng- 
land, France,  Italy,  Germany  and  other  manufacturing  and  pro- 
ducing nations  will  again  energetically  seek  foreign  markets. 
We  cannot  stand  idly  to  one  side  and  allow  competitors  to  en- 
trench themselves  in  markets  in  which  we  are  interested.  We 
require  the  world's  markets  for  our  own  surplus  productions,  and 
shall  need  them  in  increasing  measure  as  the  years  go  on,  in  order 
to  keep  our  workmen  employed  at  fair  wages. 

It  is  but  natural  that  with  a  recognition  of  the  tremendous 
possibilities  in  our  export  trade  hundreds  of  new  exporting 
houses  should  have  been  established,  more  hundreds  of  manu- 
facturers introduced  to  this  attractive  field,  thousands  of  men 
drawn  from  other  fields  to  this.  Study  is  required  so  to  estab- 
lish and  develop  export  business  that  it  may  be  not  only  profit- 
able but  permanently  profitable.  We  need  not  only  to  sell  our 
goods  but  to  make  sure  that  they  **stay  sold,''  that  our  cus- 
tomers continue  customers.  These  chapters  may  help  some  ex- 
porters to  achieve  that  result. 

While  this  volume  is  intended  as  a  complete  whole,  consecu- 
tively arranged  in  logical  progression  so  far  as  possible,  yet  the 
author  has  attempted  to  make  each  chapter  self-contained.  One 
object  in  thus  designing  the  book  has  been  the  hope  that  through 
this  arrangement,  with  the  further  guide  of  the  side  heads  and 
the  assistance  of  a  carefully  prepared  index,  to  which  attention 
is  especially  directed,  the  export  manager  or  his  assistant  will  be 
able  to  make  direct  references  to  special  problems. 

The  author  thinks  it  may  not  be  out  of  place  to  remark  that 
these  chapters  are  based  on  an  actual  experience  of  more  than 
twenty  years  in  practical  exporting,  rather  wide  travels  up  and 
down  and  around  the  world,  some  knowledge  of  the  experiences, 
trials  and  successes  of  several  hundred  manufacturers. 

Because  of  the  frequent  discussions  of  American  export  trade 
problems  in  the  past  few  years,  it  has  been  possible  to  substan- 
tiate the  author's  own  ideas  in  many  respects  by  liberal  quota- 
tions from  the  opinions  of  prominent  men  of  affairs. 

B.  O.  H. 
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INTRODUCTION 

We  need  not  attempt  a  definition — ^we  know  export  trade  as  the 
business  which  lands  our  goods  in  the  show  windows  of  Paris  and 
Rio  de  Janeiro,  which  puts  them  in  the  bazars  of  Constantinople 
and  Bombay,  piles  them  up  in  the  warehouses  of  Melbourne  and 
London,  puts  them  at  work  in  the  wheat  fields  of  Russia  and  Ar- 
gentina and  in  the  factories  of  Qermany,  makes  happier  life  in 
the  thatched  huts  of  Fiji,  adds  to  conveniences  and  luxuries  in 
the  palaces  of  Rome  and  Venice. 

Thirty  years  ago  as  a  very  young  man  journeying  in  Europe 
the  author  thrilled  with  pride  as  he  stood  before  a  showcase  in 
the  Brussels  Exposition  where  samples  of  American  goods  from 
his  father's  factory  were  on  display.  Many  times  in  the  years 
that  have  followed  has  he  experienced  greater  pride  and  satisfac- 
tion as  he  has  seen  American  goods  which  he  and  others  have  in- 
troduced in  shop  windows  of  the  world's  capitals  ranged  side  by 
side  with  the  best  products  of  older  countries,  has  gloried  in  being 
the  first  to  explore  some  new  markets,  has  actually  initiated  busi- 
ness in  goods  never  known  before  and  watched  the  growth  of 
those  new  American  interests  in  succeeding  years.  So  the  Ameri- 
can manufacturer  of  to-day  finds  not  only  profit  but  pride  as  he 
notes  the  marks  on  cases  which  his  shipping  department  is  dis- 
patching up  and  down  and  around  the  world,  as  he  follows  them 
across  the  seas  to  their  destinations  in  strange  and  distant  coun- 
tries and  learns  that  American  ingenuity  and  manufacturing 
methods  enable  us  to  compete  with  the  older  countries  of  Europe. 
So,  too,  the  youth  of  to-day,  deciding  upon  his  life's  work,  is  cer- 
tain more  and  more  to  be  attracted  by  the  possibilities  and  the  al- 
lurements of  business  with  foreign  countries. 

Trade  with  foreign  countries  beckons  to  us.  No  other  business 
is  so  broadening,  no  other  aspect  of  affairs  so  draws  out  manufac- 
turer or  merchant  from  the  uninspiring  humdrum  rut  into 
which  he  is  all  too  apt  to  fall.  In  doing  business  with  England, 
with  China,  with  Cuba,  he  is  brought  face  to  face  with  new  con- 
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ditions  and  new  problems.  He  learns  a  good  deal  about  the  na- 
tions of  the  earth,  their  peoples,  their  commerce,  their  ways  of 
doing  business,  which  are  seldom  our  ways.  He  has  new  lessons 
in  geography  and  in  languages.  He  learns  something  about  new 
aspects  of  business  to  which  his  domestic  trade  will  never  intro- 
duce him,  about  ocean  shipping,  about  marine  insurance,  about 
international  banking  and  exchange.  The  successful  exporter 
will  become,  must  become,  a  broad-gauge  business  man  in  the 
highest  sense  of  the  term.  The  man  of  small  or  petty  ideas  can- 
not be  successful  long  or  continuously  in  doing  business  with  the 
biggest  and  best  merchants  of  other  countries  in  competition  with 
the  ablest  manufacturers  and  producers  of  the  world. 

A  single  order  is  useless  for  any  purpose.  Export  trade  to  be 
profitable  must  be  permanent  and  growing  year  by  year,  initial 
orders  of  to-day  must  and  will  be  followed,  if  they  are  handled 
wisely  and  intelligently,  by  larger  and  repeated  orders  for  ten, 
fifteen,  twenty  years  to  come.  The  fact  that  a  customer  is  lo- 
cated 10,000  miles  across  the  sea  by  no  means  implies  that  busi- 
ness with  him  is  hard  or  impossible.  It  actually  costs  less  to  ship 
goods  by  ocean  steamer  to  him,  10,000  miles  distant,  than  it  costs 
the  manufacturer  to  send  the  same  goods  to  a  customer  in  this 
country  only  1,000  miles  away. 

A  manufacturer's  feeling  on  being  first  approached  by  a  for- 
eign buyer  is  almost  always  one  of  pride  and  pleasure.  Origi- 
nally, probably  three  quarters  if  not  more  of  our  American  ex- 
port trade  came  to  us ;  in  the  first  instance,  we  did  not  go  out  to 
seek  it.  Scores  and  hundreds  of  our  manufacturers  cannot  to- 
day say  how  this  or  that  foreign  customer  ever  happened  to  hear 
of  them.  Yet  the  sale  of  American  goods  does  not  properly  begin 
abroad.  It  begins  at  home.  It  is  this  aspect  which  must  now 
claim  the  thought  and  maturest  consideration  of  our  manufac 
turers.  We  have  now  to  make  due  preparations,  to  determine 
upon  our  policies,  to  organize  our  efforts,  to  establish  in  our  own 
factories  and  oflBces  the  systems  that  will  result  in  success. 

Vogue  of  Imported  Ooods. — ^In  the  windows  of  some  New 
York  candy  shops  is  displayed  the  sign,  ''Imported  European 
Gum  Drops. '*  But  gum  drops  is  one  of  those  varieties  of  Ameri- 
can confectionery  that  are  most  freely  exported— Ksarload  ship- 
ments go  to  Europe  with  some  frequency.    Australian  wines  are 
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listed  by  some  hotels  and  restaurants  in  London,  while  Cali- 
fornian  wines  are  by  no  means  unknown  in  Sydney  and  Mel- 
bourne. We  used  to  consume  a  good  deal  of  imported  German 
lager  beer  in  the  United  States.  At  the  same  time  shipments  of 
American  lager  beer  to  foreign  countries  were  valued  at  about  one 
million  dollars  a  year.  Jams  and  crackers  made  in  England  are 
sold  in  New  York  shops.  American  manufacturers  of  similar 
goods  enjoy  a  large  foreign  demand  for  their  products.  "We 
sometimes  wear  English  hats.  In  London  we  find  no  difficulty  in 
buying  American  hats.  Sticks  of  English  shaving  soap  are  sold 
in  our  drug  stores,  sticks  of  several  kinds  of  American  soap  are 
sold  in  London. 

There  is  a  certain  glamour  that  diffuses  itself  about  the  adjec- 
tive ** imported"  in  other  countries  as  well  as  in  the  United 
States.  A  manufacturer  who  is  annoyed  by  a  preference  some- 
times shown  ** imported  goods"  over  his  own  right  here  in  the 
United  States,  in  his  home  markets,  may  console  himself  with 
that  reflection.  Customers  will  not  be  found  wanting  in  other 
lands  who  will  there  give  preference  to  his  American  goods  for 
the  selfsame  if  for  no  other  reason — ^because  *' imported."  This 
is  one  of  the  foibles  of  human  nature  the  world  over,  and  im- 
portant enough  actually  to  influence  the  movement  of  trade  to  a 
perceptible  degree.  All  in  all,  what  good  and  sufficient  reason 
is  there  that  should  deter  any  manufacturer  from  attempting 
foreign  business?    Why  not? 

The  world  was  once  fairly  familiar  with  half  frightened,  half 
contemptuous,  wholly  envious  reports  of  Germany's  systematic 
and  scientific  organization  and  pursuit  of  her  export  business. 
We  know  something,  too,  of  the  highly  developed  state  of  some 
British  export  trade — a  trade  not  of  yesterday  nor  of  last  week, 
but  strong  in  a  century's  growth.  We  have  heard  of  the  big  and 
rich  foreign  trade  that  little  Belgium  had  quietly  but  steadily 
been  accumulating.  But  it  comes  as  a  surprise  to  some  of  us  to 
learn  that  Spain  has  shipped  steel  rails  across  the  Atlantic,  and 
that  Italy's  railway  rolling  stock  has  been  in  part  built  by 
Russian  shops. 

Immensity  of  the  World  Market. — It  is  not  altogether  a  bat- 
tle for  commercial  supremacy  that  is  so  sure  to  engage  the  manu- 
facturing nations  of  the  earth ;  rather  is  it  a  battle  for  commercial 
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existence.  It  is  too  often  the  custom  in  this  country  either  to 
speak  of  export  trade  for  American  goods  as  something  merely  in- 
cidental, or  to  rub  our  hands  in  smug  satisfaction  over  the  enor- 
mous volume  and  astounding  growth  of  our  foreign  shipments. 
Nine  out  of  every  ten  American  manufacturers  have  but  a  very 
hazy  idea  of  what  the  country  as  a  whole  is  doing  in  export  trade ; 
even  of  the  harvest  their  own  competitors  are  gathering  in  the 
way  of  foreign  orders.  Those  manufacturers  who  do  know  the 
facts  in  these  matters  often  overlook  the  immensity  of  markets 
that  may  be,  that  ought  to  be,  open  to  us.  Our  shoe  manufac- 
turers have  contemplated  with  some  satisfaction  exports  of  Amer- 
ican boots  and  shoes  to  South  Africa  amounting,  in  1914,  to  about 
two  hundred  thousand  dollars  per  annum.  They  overlook  the 
fact,  if,  indeed,  they  have  taken  interest  enough  in  the  subject 
to  investigate  it,  that  England  was  shipping  four  million  dollars' 
worth  a  year  to  that  same  South  African  market — ^twenty  times 
as  much  as  did  we. 

We  have  shipped  machinery  to  little  Belgium,  before  the  war, 
to  the  value  of  over  $1,200,000  a  year.  But  Belgium  in  the  same 
year  bought  machinery  worth  over  $3,000,000  from  England  in 
addition  to  almost  $4,000,000  worth  from  France.  In  scores  of 
other  lines  of  industry  and  in  dozens  of  other  foreign  markets 
American  manufacturers  have  barely  begun  to  nibble  at  tempting 
trade  that  we  ought  to  dominate.  Dominate  the  world's  mar- 
kets in  many  lines  of  manufactured  goods  we  can,  if  we  try.  We 
have  not  seriously  tried  as  yet.  An  absolutely  insignificant  per- 
centage only  of  American  manufacturers  have  so  much  as  lifted 
a  little  finger  to  get  or  to  develop  a  foreign  market  for  their 
goods. 

This  remains  essentially  true  despite  the  enthusiasm  with  which 
enormous  war  orders  have  been  accepted  by  hundreds  of  Ameri- 
can manufacturers.  Most  of  these  orders  also  have  come  to  us 
without  solicitation.  Where  efforts  have  been  made  to  secure 
such  business  they  have  usually  been  restricted  to  efforts  with 
commissions  of  various  foreign  countries,  visiting  the  United 
States  for  the  purpose  of  making  purchasers,  or,  if  they  have  ex- 
tended abroad,  they  have  been  sporadic  and  tempted  by  the  ex- 
traordinary conditions  existing,  not  least  among  which  have 
been  the  undoubted  creditability  and  the  cash  terms  involved. 
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It  rarely  happens  even  here  at  home  that  orders  besiege  the 
manufacturer  unsought.  Few  factories  in  the  United  States  or 
elsewhere  are  kept  at  work  except  on  orders  strenuously  and 
eagerly  sought  and  urged  by  their  proprietors  through  liberal 
advertising  and  a  force  of  competent  salesmen. 

Foreign  business  also  must  be  sought.  In  no  other  way,  it 
should  be  remarked,  will  a  similar  amount  of  energy  and  intelli- 
gence pay  better  than  in  its  devotion  to  the  development  on  per- 
manent and  profitable  lines  of  export  relations. 

American  goods  are  still  very  new  in  many  foreign  markets. 
Even  in  countries  where  some  products  of  American  factories  are 
well  known,  others  are  strange  and  even  unheard  of.  "When  a 
foreign  merchant  buys  a  new  article  from  the  United  States  it 
is  not  as  John  Smith  &  Go's  manufacture  that  he  knows  it, 
thinks  of  it,  or  calls  it.  It  is  the  new  ''American"  this  or  that. 
Woe  then  to  the  American  name  if  the  goods  are  not  like  sample, 
or  equal  to  advertised  description,  or  disappointing  in  any  way ! 
It  is  not  John  Smith  that  is  cursed — it  is  ''those  rotten  American 
goods.".  John  Smith  &  Co.  is  an  incident,  a  negligible  factor  in 
the  transaction.  John  Smith  &  Go.'s  goods,  in  the  eyes  of  the 
foreign  merchant,  are  simply  American  goods — purely  typical,  as 
the  case  may  be,  of  good  or  bad  products  to  be  qualified  by  that 
adjective.  How  true  this  is  will  be  acknowledged  by  any  manu- 
facturer of  considerable  personal  experience  in  foreign  markets. 
His  conceit  may  have  been  severely  jolted  in  arriving  at  a  recog- 
nition of  the  fact,  just  as  another  manufacturer's  national  pride 
will  certainly  rebel  against  the  injustice  of  arguing  from  insuf- 
ficient premises  against  the  worth  of  any  similar  American 
goods. 

These  reflections  carry  with  them  several  lessons  which  it  may 
be  worth  the  while  of  exporting  manufacturers  to  take  to  heart. 
It  is  highly  desirable,  for  example,  that  manufacturers  attempt 
to  learn  as  much  as  possible  regarding  the  principal,  even  the 
petty,  characteristics  of  foreign  markets  and  their  especial  re- 
quirements, and  endeavor  to  cater  to  these  prejudices  and  de- 
mands. An  American  consul  writes:  "The  American  business 
man  thinks  that  half  the  world  outside  the  United  States  is 
populated  by  'Dutchmen'  and  the  other  half  by  'dagoes.'  " 
Customers  in  other  lands  do  not  walk  on  four  legs. 
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THE  GROWTH  OF  OUB  AMEBIOAN  EXPORT  TRADE 

According  to  Col.  0.  P.  Austin,  formerly  Chief  of  the  Bureau 
of  Statistics  of  the  Department  of  Commerce,  in  a  consideration 
of  the  trade  of  the  world  as  it  existed  prior  to  the  outbreak  of 
war,  ''only  one  hundred  ye^rs  ago,  in  the  year  1813,  after  men 
had  been  engaged  in  international  trade  for  4,000  years,  and  had 
utilized  the  compass  for  more  than  300  years,  the  value  of  the 
international  commerce  of  the  whole  world  was  less  than  that 
of  the  Port  of  New  York  to-day.  The  international  trade  of  the 
world  in  1813  was  $1,500,000,000;  the  foreign  trade  of  the  Port 
of  New  York  in  1913  was  practically  $2,000,000,000  (or,  to  be 
exact,  $1,986,000,000),  and  of  the  entire  world  $40,000,000,000." 

Prior  to  1870  the  United  States  had  almost  always  imported 
more  than  they  exported.  Since  1874  there  is  an  almost  un- 
broken record  of  an  excess  of  exports  over  imports,  the  total 
excess  from  1870  to  1912  being  over  $9,000,000,000.  From  1790 
to  1870  our  exports  averaged  $122,000,000  a  year;  from  1870  to 
1912  over  $1,000,000,000,  in  1913  and  1914  over  $2,400,000,000 
per  year.  In  the  forty  years  prior  to  1914,  while  our  population 
increased  150  per  cent.,  our  exports  increased  from  $9.77  to 
$24.66  per  capita. 

Our  Exports  of  Blanufactured  Ooods. — The  change  in  the 
character  of  our  exports  was  even  more  marked.  And  here,  as 
always  in  considering  statistics,  we  can  pay  no  attention  to  the 
enormous  but  abnormal  figures  for  our  trade  during  the  war 
years.  Manufactured  goods,  exclusive  of  foodstuffs,  in  1880 
constituted  only  14.78  per  cent,  of  our  total  exports  but  in  1913 
amounted  to  48.8  per  cent.  Crude. foodstuffs,  which  in  1880 
accounted  for  32  per  cent,  of  our  exports,  diminished  gradually 
until  in  1912  they  were  but  4.6  per  cent,  of  the  total.  Foodstuffs 
partly  or  wholly  manufactured  fell  from  an  average  of  25  per 
cent,  to  13.23  per  cent,  in  1913.  Crude  materials  make  about  30 
per  cent,  of  our  total  figures,  but  the  development  of  the  export 
trade  in  manufactured  goods  is  that  which  is  the  striking  figure 
in  our  statistics.  While  exports  of  all  other  American  merchan- 
dise increased  only  39  per  cent,  from  1900  to  1913,  the  export 
of  our  manufactured  goods  grew  126  per  cent.,  a  far  greater  and 
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more  notable  percentage  of  increase  than  is  to  be  found  in  the 
figures  of  the  United  Kingdom,  Germany  or  any  other  manufac- 
turing country,  while  the  actual  value  of  the  total  manufactures 
of  the  United  States  is  almost  double  that  of  the  United  King- 
dom and  was  about  equal,  in  normal  times,  to  those  of  Germany, 
France  and  Russia  combined. 

There  is  but  one  lesson  to  be  drawn  from  these  figures.  The 
United  States  will  remain  not  only  the  world's  greatest  pro- 
ducer and  manufacturer,  but  our  foreign  commerce  is  unques- 
tionably bound  to  continue  its  expansion.  If  any  proof  be 
needed  of  our  ability  to  compete  in  the  markets  of  the  world,  it 
is  to  be  found  in  the  fact  that  despite  competition  on  the  ground, 
our  exports  of  manufactured  goods  to  Europe  alone,  competing 
in  manufacturing  countries  with  their  own  products  and  those 
of  the  whole  world,  were,  in  1914,  more  than  our  exports  of 
such  goods  to  the  entire  world  in  1899. 

This  lesson  is  amplified  by  the  doubling  and  trebling  of  our 
exports  since  the  war  broke  out,  speaking  now  of  exports  to 
neutral  countries  of  the  world  and  not  of  exports  of  munitions 
or  war  supplies.  We  have  had  the  opportunity  of  introducing 
many  new  goods  into  old  markets  and  of  enormously  developing 
trade  with  comparatively  new  markets.  American  manufactured 
goods  which  were  previously  unknown  in  practically  every  one 
of  our  foreign  markets  are  now  in  use  and  demand,  owing  to  the 
impossibility  of  securing  goods  from  Teutonic  sources  of  supply 
and  the  restricted  supplies  which  only  have  been  obtainable  from 
other  European  manufacturing  countries.  The  usual  **  sample 
orders'*  for  new  goods  have  been  magnified  into  real  business 
of  extraordinary  dimensions.  Undoubtedly  many  of  these  new 
American  articles  wiU  have  made  names  and  places  for  them- 
selves and  trade  in  them  will  continue  in  years  to  come,  even  after 
the  restoration  of  European  manufacturing  industries.  What 
wiU  happen  in  the  case  of  others  of  our  goods  which  have  thus, 
virtually  in  spite  of  ourselves,  been  introduced  into  neutral 
markets  no  one  can  predict ;  but  this  may  be  asserted  without  fear 
of  contradiction— our  prospects  for  a  continuance  of  trade  will 
chiefly  depend  upon  the  satisfactory  or  unsatisfactory  fashion 
in  which  the  individual  manufacturers  have  handled  the  new 
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trade  and  their  new  customers,  and  upon  the  earnestness  and  in- 
telligence shown  in  their  individual  efforts  to  maintain  and  culti- 
vate the  prestige  they  have  gained. 

Certain  it  is  that  factory  capacities  will,  in  the  not  distant 
future,  cry  for  *'more  business,"  capacities  vastly  enlarged, 
many  of  them,  to  meet  the  demands  of  warring  nations  and  our 
own,  for  old  products  and  new.  Foreign  commercial  demands 
will  fill  those  factories  again,  if  stimulated  and  wisely  cultivated. 
A  continuing  favorable  balance  of  trade,  our  surplus  of  exports 
over  imports,  will  redound  to  the  prosperity  of  the  nation,  will 
help  pay  war  taxes,  in  increasing  the  output  of  factories  will 
reduce  the  overhead  percentage  and  thus  help  in  meeting  in- 
creased wage  demands  of  labor.  Foresight,  study,  enterprise, 
are  demanded  as  never  before.  Our  tremendous  war  exports, 
1914-1918,  with  consequent  favorable  balances  of  trade,  so  called, 
probably  cannot,  indeed  should  not,  continue  in  similar  propor- 
tion. No  thinking  man  anticipates  or  hopes  for  that  result. 
Yet  certain  it  is  that  the  export  trade  of  the  United  States  will 
for  years  to  come,  doubtless  permanently,  exceed  anjrthing  we 
dreamed  of  before  the  war,  and  in  imposing  volume,  if  we 
handle  our  new  business  wisely. 
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CHAPTER  I 

WATS  AND  MEANS 

The  Many  Facilities  for  Export  Trade  Available  to  Americans 
Manufacturers — What  Studies  and  Methods  Are  Advantageous 
— The  Basic  Rules  in  Exporting — How  to  Learn  if  One's 
Goods  Can  Be  Sold  in  Other  Countries — High  Priced  Goods 
even  more  Suitable  for  Export  tha/n  Cheap  Goods. 

TO  the  man  who  knows  nothing  about  it,  to  break  into  the 
export  trade  might  seem  a  difficult  and  perhaps  an  ex- 
pensive operation.  It  is  neither.^  There  does  not  exist  a 
single  great  exporter  of  to-day,  even  among  the  biggest  firms  and 
corporations  which  rank  among  our  largest  individual  exporters, 
who  began  campaigning  for  business  in  foreign  markets  on  an 
expensive  basis.  One  and  all,  as  shrewd  business  men,  planning 
their  foreign  relations  as  they  conduct  their  domestic  affairs  on 
a  sound  and  reasonable  basis,  first  looked  carefully  into  possi- 
bilities, angled  cautiously  and  wisely  for  trial  orders,  built  up 
the  succeeding  business  gradually  until  the  point  was  reached 
.when  no  business  concern  calling  itself  progressive  could  avoid 
the  positive  necessity  that  had  developed — ^the  necessity  to  spend 
a  part  of  the  new  profits  in  building  more  ambitiously  than 
before  on  the  advantage  of  the  trade  that  had  been  started  and 
the  prospects  it  so  invitingly  held  out. 

THE  BIAOHINERT  OF  EXPORT  TRADING 

In  succeeding  chapters  there  will  be  discussed  the  several 
means  of  starting  as  well  as  developing  trade  in  other  countries. 

i"Iliere  is  no  essential  difference  between  increasing  business  in  8t. 
Louis  and  increasing  it  in  Rio  or  Buenos  Aires,  and  there  will  be  no 
more  difficulty  in  doing  so  if  the  same  care  and  efforts  are  devoted  to  it/' 
(Alba  B.  Johnson,  President,  Baldwin  Locomotive  Works.) 
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They  may  here  be  summarized  as  (1)  correspondence,  (2) 
traveling  salesmen,  (3)  advertising,  (4)  export  commission 
houses.  For  the  conduct  of  his  export  trade  the  manufacturer 
has  at  his  disposal:  agents  permanently  resident  in  foreign 
markets,  American  export  agents  and  foreign  freight  forwarders. 

Selling  Through  Traveling  Men. — We  are  constantly  hearing 
a  great  deal  about  the  necessity  for  American  manufacturers 
to  send  out  their  own  traveling  men  to  foreign  markets,  that 
otherwise  it  is  impossible  to  get  any  business  from  them.  No 
one  yet  has  instanced  an  example  in  proof  of  the  statement. 
No  such  instance  can  be  pointed  to,  for  it  does  not  exist.  Foreign 
travelers  are  sent  out  by  any  concern  only  after  it  has  been  defi- 
nitely proven  that  sufficiently  remunerative  markets  exist  to 
justify  such  a  course.  Certainly  the  cultivation  of  possible  trade 
by  such  means  is  the  ideal  way.  Any  manufacturer,  even  the 
smallest,  may  contemplate  such  a  course,  may  look  forward  to 
it  and  plan  for  it — but  he  will  not  inaugurate  it  until  he  has 
become  thoroughly  convinced  from  actual  results  obtained  in 
other  and  simpler  fashion  that  the  experiment  may  be,  ought  to 
be,  profitable.  Moreover,  there  does  not  exist  a  manufacturer 
or  exporter,  whether  in  the  United  States  or  in  the  great  in- 
dustrial countries  of  Europe,  who  sends  traveling  men  into  every 
market  where  he  does  business.  The  maker  of  a  certain  article 
may  deem  it  wise  to  send  a  traveling  man  to  England  while  he 
will  think  it  absurd  to  contemplate  sending  one  to  China.  An- 
other manufacturer  may  send  a  traveling  man  to  Brazil  and 
Argentina,  but  he  will  not  think  it  worth  while  spending  money 
in  sending  that  man,  or  any  man,  to  Ecuador  and  Bolivia.  A ' 
multi-millionaire  corporation  will  exercise  precisely  the  same 
discretion  in  this  respect  as  does  the  manufacturer  capitalized 
at  $10,000.  The  latter  may  send  a  traveling  man  to  California 
or  to  England.  His  course  in  either  case  will  be  dictated  by 
what  he  believes  from  experience^ and  from  investigation  will 
prove  profitable.  A  traveling  man's  expenses  in  the  last  instance 
are  no  greater  than  in  the  other. 

Selling  by  Oorrespondence. — ^Working  up  an  export  trade 
through  correspondence  is  necessary  no  matter  what  other  means, 
traveling  salesmen  or  other,  are  adopted.  And  it  is  a^  feature 
of  export  business  which  is  of  peculiar  educational  value  in  the 
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conduct  of  a  manufacturer's  domestic  business  as  well.  To  learn 
how  to  handle  distant  customers  whom  he  cannot  possibly  visit 
in  person,  how  to  provoke  inquiries  and  how  to  turn  inquiries 
into  orders  through  the  mails  is  something  which  it  is  well  worth 
while  learning.  This,  be  it  noted,  is  a  radically  different  proposi- 
tion from  our  all  too  familiar  mail  order  and  peddling  agent 
work  with  consumers  here  at  home.  To  get  business,  to  keep 
busii^ess,  to  increase  business,  all  purely  through  correspondence, 
with  big,  rich  merchants,  the  most  desirable  possible  customers 
in  great  foreign  markets,  present  quite  another  form  of  effort, 
call  for  the  exercise  of  the  highest  intelligence  and  ability.  To 
assert  that  it  is  impossible  to  get  any  export  business  through 
correspondence  alone  is  supremely  ridiculous  in  the  face  of  the 
experience  of  thousands  of  American  exporters.  There  is  not 
an  exporter  in  the  country  who  does  not  carry  on  his  records 
some  customers  whom  he  has  never  seen,  whose  business  he  se- 
cured and  whose  patronage  he  retains  solely  by  means  of  cor- 
respondence. Many  there  are  who  have  never  done  any  export 
business  whatsoever  with  anybody  in  any  other  fashion. 

Advertismg  to  Qet  Foreign  Trade. — Similarly,  in  advertising 
for  foreign  trade  thought  ought  to  be  given  to  the  habits,  per- 
sonality and  intellectuality  of  peoples  of  other  countries,  their 
languages,  their  ways  of  doing  business.  Such  a  study  also  is 
educational  in  the  highest  degree,  and,  like  every  other  aspect 
of  the  export  trade,  tends  to  broaden  the  man  who  undertakes  it 
and  fit  him  the  better  for  the  development  and  the  conduct  of  his 
home  trade. 

Export  Oommission  Houses. — ^Doing  export  business  through 
what  we  commonly  call  export  commission  houses,  which  are 
established  in  New  York  and  at  various  ports  of  the  United 
States,  might  be  thought  to  offer  the  royal  road  to  success. 
These  houses  do  indeed  offer  valuable  help  to  manufacturers  who 
wish  to  increase  their  foreign  trade  and  no  one  should  disregard 
their  facilities.  On  the  other  hand,  no  manufacturer  should  de- 
pend exclusively  on  them.  Few  of  them  in  the  United  States  are 
merchants  properly  so-called,  buying  and  selling  goods  for  their 
own  account.  If  some  of  them  do  operate  in  some  of  our  foreign 
markets  as  merchants,  stocking  or  ''jobbing"  goods,  it  will  be 
found  that  such  activities  are  restricted  to  a  few  special  lines 
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only,  and  it  must  never  be  forgotten  that  there  is  no  such  house 
in  existence  which  does  business  in  all  of  the  world's  markets 
and  that  the  business  done  by  any  such  house  varies  radically 
according  to  the  market  where  it  is  active,  selling  one  kind  of 
goods  in  one  market  while  in  another  an  entirely  diflPerent  sort  of 
business  is  carried  on.  There  are  buying  agencies  in  the  United 
States  for  merchants  established  in  some  foreign  countries. 
Each  such  house  is  to  be  regarded  as  a  jobber  in  the  market 
where  he  is  established.  They  are  not  to  be  regarded  as 
''agents"  for  carrying  on  a  propaganda  in  behalf  of  any  special 
one  of  the  lines  which  they  handle.  The  great  majority  of  ex- 
port houses,  however,  belong  in  the  classification  of  export  com- 
mission houses.  As  such  they  are  buying  agents  in  this  country 
for  independent  merchants  of  other  lands,  rather  than  selling 
agents  for  American  manufacturers  in  foreign  markets.  This 
will  be  explained  in  greater  detail  in  the  chapter  devoted  to  this 
means  of  carrying  on  an  export  trade. 

Resident  Foreign  Agents. — In  every  foreign  market  where 
American  goods  can  be  sold  there  are  domiciled  scores  if  not 
hundreds  of  commission  agents  who  depend  for  their  bread  and 
butter  on  their  success  in  selling  the  products  of  oversea  fac- 
tories. European  manufacturers  are  almost  a  unit  in  utilizing 
their  services  to  introduce  new  wares  and  keep  alive  and  pro- 
mote, as  well  as  safeguard,  trade  already  established.  These 
agents  are  salesmen,  not  buyers  of  goods.  The  professional 
export  houses  of  the  United  States  have  long  made  free  use  of 
them.  It  is  only  in  comparatively  recent  years  that  American 
manufacturers  have  begun  to  realize  how  they  may  safely  and 
advantageously  be  employed.  Perhaps  it  is  not  too  much  to  say 
that  one  of  the  surest  ways  of  developing  this  country's  great 
export  opportunities  lies  in  the  more  general  recognition  and 
employment  of  the  facilities  offered  by  the  best  class  of  these 
foreign  commission  agents.  Care  and  discretion  without  limit 
must  be  exercised  in  the  selection  of  such  an  agent,  but  finding 
the  right  one  in  each  market  is  quite  sure  to  be  worth  all  the 
time  and  effort  it  may  cost. 

American  Export  Agents. — The  manufacturer  who  does  not 
wish  to  create  an  Export  Department  of  his  own,  who  prefers  to 
be  relieved  wholly,  or  in  large  part,  of  the  details  of  developing 
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and  carrying  on  a  business  with  other  countries,  may  entrust 
his  foreign  interests  to  one  of  hundreds  of  so-called  ^'manufac- 
turers' export  agents"  who  are  established  in  New  York  and 
some  other  American  cities  devoting  themselves  solely  to  foreign 
sales.  Each  such  agent  represents  a  number  of  different  manu- 
facturers, usually  in  non-competing  lines.  The  pro  rata  expense 
of  each  manufacturer  thus  represented  is^  therefore,  somewhat 
less  than  might  be  that  of  his  own  individual  effort.  The  scope 
of  the  activities  as  well  as  the  methods  employed  by  these 
** manufacturers'  export  agents"  vary  and  require  special  in- 
vestigation in  each  case.  Furthermore,  those  manufacturers 
who  employ  them  must  themselves  manifest  a  lively  interest  in 
their  own  export  trade,  its  promotion  and  its  conduct,  if  they 
seek  success.  In  no  aspect  of  his  foreign  business  relations  can 
a  manufacturer  relieve  himself  of  personal  interest  and  duty. 
Like  other  facilities  at  his  disposal  the  manufacturers'  export 
agents  will  be  considered  at  length  in  later  chapters. 

Foreign  Freight  Forwarders. — Finally  the  exporting  manu- 
facturer has  at  his  disposal  the  services  of  the  all-important  for- 
eign forwarding  agents.  He  may,  if  he  choose,  through  them  be 
relieved  of  almost  every  detail  connected  with  the  shipping  of 
his  export  goods.  They  will  despatch  to  any  part  of  the  world 
small  packages  or  car-loads  lots.  They  will  take  care  of  every 
detail  at  port  of  shipment,  ocean  bills  of  lading,  custom  house 
formalities,  marine  insurance,  etc.  The  foreign  freight  for- 
warders, or  as  some  of  them  wrongly  call  themselves  "foreign 
expresses,"  are  not  agencies  for  the  introduction  or  sale  of  goods 
abroad — they  are  purely  shipping  agents.  As  such  they  may 
often  be  practically  indispensable  to  any  exporter.  Their  op- 
erations and  facilities  require  study.  How  they  may  be  utilized 
profitably  and  advantageously  will  form  the  subject  matter  of 
many  pages  in  this  volume. 

SGIENTIFIO  STUDT  AND  METHODS  OF  EXPOBTINO 

For  years  American  manufacturers  have  been  plagued  by  a 
never  ending  procession  of  critics  who  have  told  us  that  we  did 
nothing  right  and  that  we  were  by  no  means  the  equal  of,  nor 
indeed  qualified  to  compete  in  the  world's  great  markets  with 
manufacturers  of  Europe.    Strangely  enough,  our  export  trade. 
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particularly  our  trade  in  manufactured  goods,  has  grown  at  the 
extraordinary  rate  already  mentioned,  had  grown  much  faster 
before  the  war  than  had  the  similar  trade  of  England,  Germany 
or  France.  Curiously  enough,  too,  very  similar  criticisms  were 
made  by  British  and  by  German  consuls,  newspapers  and  lec- 
turers, of  the  practice  of  British  and  German  manufacturers. 
A  German  text  book  used  in  the  commercial  high  schools  of  Ger- 
many berates  manufacturers  and  holds  up  American  practices  to 
their  emulation.  A  British  trade  paper  waxes  indignant  over 
the  fashion  in  which  English  hardware  manufacturers  send  out 
their  goods  and  declares  that  **The  American  manufacturers 
were  the  first  to  show  Australian  dealers  what  can  be  done  in  the 
way  of  putting  up  goods.  They  still  lead  in  this  particular. 
There  are  some  British  manufacturers  to  whom  *  modernism' 
(in  the  business  sense)  makes  no  appeal.  Either  they  regard  it 
as  a  heresy,  or,  what  is  more  likely,  they  have  little  or  no  ac- 
quaintance with  the  thing.  Their  attitude  or  ignorance,  which- 
ever it  be,  is  regrettable.  It  is  costing  them  business.  The 
methods  of  their  fathers  may  serve  on  the  spot.  We  do  not 
know.    In  Australia  they  certainly  will  not  serve.'' 

Mistakes  of  American  Uanufacturers. — First,  among  hin- 
drances to  the  successful  building  up  of  export  trade  are,  in  the 
language  of  a  recent  writer:  ''Impatience  for  quick  returns, 
ignorance  of  conditions  in  the  foreign  field,  and  the  lack  of  sus- 
tained effort."  These  fundamental  blunders  were  put  in  con- 
crete form  not  long  ago  by  a  large  foreign  merchant,  who  re- 
marked :  ''We  would  like  very  much  to  do  business  with  Ameri- 
can manufacturers  for  a  good  many  reasons,  but  whenever  we 
have  begun  to  do  business  with  them  we  have  immediately  seen 
that  we  had  made  a  mistake.  They  are  not  the  makers  for  us. 
They  do  not  treat  us  right — they  do  not  cooperate  with  us  and 
the  worst  of  all  is  that  they  seem  to  think  they  are  doing  us  a 
great  favor  in  supplying  us  with  their  goods. ' ' 

It  seems  frequently  to  be  the  case  that  the  manufacturer  is  un- 
duly anxious  merely  to  get  an  order.  Strange  as  such  a  criti- 
cism may  seem,  it  is  none  the  less  well  founded.  Obtaining  an 
order  is  but  the  first  step,  and  sometimes  the  easiest  step,  toward 
the  upbuilding  of  an  export  business.  Upon  the  satisfactory 
execution  of  the  order  may  depend  every  future  possibility. 
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Upon  the  selection  of  customers  and  the  arrangements  made  for 
the  thorough  cultivation  of  a  territory  and  the  supply  of  its  re- 
quirements may  hinge  the  profit,  as  well  as  the  volume  of  busi- 
ness, to  be  obtained. 

In  writing  a  letter  to  the  American  Exporter,  commending 
certain  articles  which  it  had  recently  published,  a  prominent 
New  York  export  house  used  the  expression,  **  American  manu- 
facturers seem  to  be  hypnotized  by  the  receipt  of  a  letter  bearing 
a  foreign  stamp,''  and  went  on  to  state  that  *' it  is  no  uncommon 
thing  for  a  manufacturer  to  quote  his  absolutely  rock  bottom  ex- 
port prices  to  a  small  retail  dealer  in  a  foreign  city,  who  is  prob- 
ably not  even  our  customer,  but  the  customer  of  a  customer  of 
ours/' 

Still  other  manufacturers  seem  to  be  anxious  for  nothing  so 
much  as  to  get  their  **cash  in  advance" — an  order  with  check 
enclosed  seems  to  commend  itself  to  them  as  the  desidera  desid- 
eratum of  commercial  transactions.  But  what  about  a  second 
order  from  the  same  customer?  The  check  is  very  satisfactory, 
indeed,  but  the  single  transaction,  unless  it  paves  the  way  to  a 
regular  business,  is  of  the  smallest  importance.  Many  foreign 
importers  speak  bitterly  on  this  subject.  Machinery,  automo- 
biles, new  makes  of  typewriters  are  ordered,  arrive  minus  essen- 
tial parts,  with  parts  broken,  or  break  down  in  service.  No 
extra  supplies  have  been  shipped,  no  nearby  depot  of  supplies 
established  for  the  prompt  replacement  of  necessary  parts.  The 
parts  must  be  ordered  from  the  United  States,  three  months,  six 
months  elapse  before  their  receipt;  meanwhile  the  machine  is 
idle  and  useless,  and  when  received  they  are  frequently  the 
wrong  parts.  The  importer  finds  business  with  the  United 
States  ''too  diflBcult."  The  original  order  itself,  in  itself,  pleas- 
ing or  flattering  as  it  may  be  regarded,  is  of  only  minor  impor- 
tance. It  must  be  executed  in  such  a  manner  as  to  satisfy  the 
customer  thoroughly  and  encourage  future  business. 

To  discover  that  his  goods  can  be  sold  profitably  in  one  mar- 
ket ought  not  unduly  to  elate  a  manufacturer.  It  ought  merely 
to  serve  as  an  incentive  to  study  that  market  carefully  and  find 
how  to  get  the  greatest  possible  amount  of  business  from  it. 
The  discovery  that  no  market  at  all  exists  for  the  same  manu- 
facturer's goods  in  another  country  ought  not  to  discourage  him. 
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He  doubtless  finds  very  much  the  same  state  of  affairs  existing 
right  here  in  the  United  States.  In  one  of  our  States  he  may 
have  a  large  trade,  in  another  State  or  perhaps  a  certain  district, 
owing  to  local  conditions,  he  may  find  it  possible  to  do  little  if 
any  business.  His  failure  to  find  a  market  in  one  direction  has 
no  bearing  whatsoever  upon  the  development  of  business  in  a 
more  promising  field. 

Oustomers'  Interests  Considered. — The  foreign  customer  must 
be  put  in  a  position  to  make  profits  on  his  American  goods. 
Breakages,  delays,  loss  of  time,  patience  and  money,  even  when 
in  no  way  chargeable  to  the  American  manufacturer,  constitute 
a  serious  handicap  to  the  expansion  of  his  business.  To  reduce 
to  a  minimum  the  annoyances  necessarily  undergone  by  any  im- 
porter of  foreign  goods  is  to  insure  future  patronage.  The  au- 
thor writes  with  feeling  on  this  subject.  It  was  too  often  forci- 
bly and  painfully  emphasized  in  the  course  of  many  years'  ex- 
perience in  doing  business  abroad. 

Serious  study  should  not  alone  be  given  the  subject  of  handling 
the  first  order,  far  more  important  is  the  question  of  laying  a 
broad  and  firm  foundation  for  the  development  of  foreign  busi- 
ness after  receipt  of  the  first  order.  Speaking  of  what  he  calls 
''order  intoxication, *'  some  one  remarks:  '*With  the  first  order 
a  manufacturer  often  loses  his  perspective  and  forms  it  into  a 
temporary  block  to  future  progress. '* 

Writing  from  a  Latin  American  country,  a  business  man  estab- 
lished there,  who  had  previously  spent  many  years  in  the  United 
States,  offers  the  following  comment:  '*It  is  naturally  difficult 
to  induce  dealers  here  to  throw  over  a  line  thfey  have  been  han- 
dling for  years  in  order  to  take  up  a  new  and  untried  line.  Con- 
cessipns  and  inducements  of  every  sort  must  be  offered.  If  nec-*» 
essary  for  the  American  manufacturer  to  find  other  agents  than 
the  established  houses  of  first  importance,  they  surely  cannot 
expect  any  man  of  ordinary  business  ability  to  undertake  to 
compete  with  old  established  and  powerful  houses  unless  he  is 
well  backed  in  every  way.  Even  if  an  active,  honest  and  re- 
sponsible agent  is  found  he  will  further  require  the  heartiest  co- 
operation of  the  manufacturer  himself,  a  feature  in  the  business 
of  equal  importance  with  the  energy  and  activity  of  the  agent. 
I  believe  it  19  tru^  that  many  American  paanufacturers  are  will* 
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ing  under  suitable  conditions  to  extend  favorable  terms  of 
credit,  but  something  more  is  needed;  that  is  a  personal  in- 
terest in  the  market  and  in  the  operations  of  the  agent  on  the 
part  of  the  manufacturer  and  the  heartiest  good  will  to  co- 
operate in  every  possible  manner  for  mutual  success." 

SOME  BASIC  RULES 

Very  likely,  perhaps,  it  has  been  due  to  the  fact  that  export 
trade  is  exceptionally  profitable,  possibly  to  the  widespread  but 
utterly  mistaken  impression  that  that  trade  comes  to  us  without 
an  effort,  that  a  good  many  manufacturers  seem  to  expect  in  it 
to  **get  something  for  nothing."  In  their  conversation,  in  fact 
in  their  correspondence,  one  hears:  '*We'd  like  to  get  the 
orders,  but  we  don't  feel  that  we  should  pay  any  commission  or 
expenses,  or  run  any  risks."  And  this  from  people  of  reputation 
as  shrewd  and  successful  business  men!  But  it  loses  business 
in  the  export  field.  To  reduce  expenses  to  the  minimum  is  un- 
deniably good  policy.  That  goes  without  saying.  But  neither 
in  work  for  foreign  orders  nor  in  the  execution  of  such  orders 
can  something  for  nothing  be  expected.  The  exporter  must  be 
fair-minded  if  not  liberal-minded;  above  all  he  must  avoid  the 
very  appearance  of  anything  to  the  contrary. 

Moreover,  the  exporter  has  something  more  to  guard  than  his 
own  dignity,  reputation  and  success.  He  should  guard  the  in- 
terests of  his  country  in  the  same  respects.  The  exporter  who  is 
not  equally  as  jealous  of  the  American  name  and  reputation  as 
of  his  own  deserves  to  be  suppressed  by  law,  and  unfortunately 
there  have  been  times  when  honest  Americans  have  bitterly  la- 
mented the  absence  of  any  machinery  to  keep  over-sharp  speci- 
mens out  of  the  export  trade. 

The  general  rule  that  should  govern  our  business  relations 
with  other  countries  may  perhaps  be:  Put  yourself  in  the 
other  man's  place.  If  you  will  treat  your  foreign  customers  on 
this  basis,  striving  to  understand  their  situation  and  their  point 
of  view,  and  endeavoring  by  every  possible  means  consistent 
with  a  profitable  conduct  of  your  own  business  to  meet  their 
terms  and  wishes,  you  will  not  go  far  wrong,  cannot  very  well 
avoid  building  up  a  growing  and  successful  trade. 

Apother  basic  fvle  may  be :    Never  guess ;  be  exact  iijvariably, 
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and  dignified,  even  formal  also.  Far  better  to  refuse  an  order, 
or  to  hold  it  for  instructions  when  each  and  every  item  and  con- 
dition is  not  clear  beyond  the  peradventure  of  a  doubt. 

Make  no  promises  which  you  will  not  be  willing  to  fulfil,  cost 
what  it  may.  Adhere  implicitly  to  offers  that  you  have  made, 
follow  without  deviation  every  promise  in  your  contract  as  well 
as  every  clause  in  conditions  accompanying  contracts  which  your 
customers  make  with  you. 

Meet  your  customers  frankly  and  openly,  stand  your  ground 
firmly  when  there  is  an  apparent  effort  to  impose  upon  you,  but 
give  your  clients  the  benefit  of  every  doubt.  Be  not  too  cock- 
sure that  you  and  your  clerks  are  invariably  right  and  the  only 
ones  who  can  be  right. 

TO  LEASN  ABOUT  EXPORT  CHANCES 

In  times  gone  by  a  large  share  of  our  export  orders  came  to 
us  unsolicited,  as  has  already  been  remarked.  We  owe  our  start 
in  foreign  markets,  in  some  instances,  to  foreigners  who  have 
merely  visited  this  country  and  have  been  impressed  by  what 
they  have  seen  and  heard ;  in  others,  to  foreign  mechanics  who 
have  spent  some  time  in  American  factories  and  afterwards  re- 
turned to  their  original  homes  carrying  with  them  lessons  of 
experience  in  American  practice  gained  during  their  stay  here, 
and  in  yet  others,  and  in  perhaps  even  more  numerous  instances, 
to  stories  of  American  progress  in  some  industrial  lines  told  by 
our  export  and  trade  journals.  For  these  and  other  reasons 
many  inquiries  formerly  came  to  our  factories  unsolicited ;  even 
to-day  many  a  manufacturer  reports  that  he  occasionally  re- 
ceives orders  from  foreigners  but  has  no  idea  how  they  ever 
heard  of  his  existence  or  of  the  goods  he  makes.  None  the  less, 
the  times  are  changed.  Inquiries  of  this  sort,  unprovoked  and 
unsolicited,  grow  and  must  grow  rarer  and  rarer.  In  any  event, 
such  chance  orders  aggregate  a  mere  bagatelle  and  cannot  be  con- 
sidered as  constituting  a  business.  Moreover,  with  the  increase 
in  the  application  of  the  principles  of  scientific  management 
and  general  efficiency  in  American  factories,  it  is  becoming  more 
and  more  impossible  for  intelligent  manufacturers  to  rest  con- 
tent with  such  sporadic  orders,  more  and  more  it  is  being  recog- 
nized that  one  foreign  order  is  only  a  clue  to  many  possible 
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orders  in  the  same  city  or  in  neighboring  cities,  in  the  same 
country  or  in  many  countries.  The  question  at  issue,  then,  is 
how  to  develop  to  its  limit  every  possible  market — ^first,  of 
course,  those  where  goods  have  in  one  way  or  another  already 
been  introduced  and  recognized.  The  manufacturer  who  gives 
any  thought  at  all  to  export  possibilities  for  his  line  is  likely 
first  of  all  to  ask  himself,  '*Can  my  goods  be  sold  in  foreign 
countries r'  then,  *' Where  can  they  be  sold?"  and  '*How  to  sell 
them?'* 

CAN  aOODS  BE  SOLD? 

To  the  first  inquiry  there  is  but  one  answer.  Yes.  Every 
article  made  in  the  United  States  can  be  sold  in  some  foreign 
country.  There  is  not  an  American  factory  which  is  able  to  do 
a  considerable  business  here  at  home  in  general  competition  with 
other  factories,  which  cannot  also  find  outlets  for  its  products 
of  no  matter  what  nature,  somewhere  beyond  our  own  borders — 
if  nowhere  else,  in  nearby  countries  where  proximity,  the  saving 
of  time  in  transit,  ability  to  obtain  fresh  supplies  quickly  and 
similar  considerations  offset  advantages  which  otherwise  compet- 
ing manufacturing  nations  m^ght  be  able  to  offer.  There  is  not 
one  of  our  peculiar  American  customs  which  have  gradually 
grown  up  in  the  United  States  and  have  entailed  the  manufac- 
ture of  peculiar  goods  which  has  not  already  spread,  to  some 
extent  at  least,  to  neighboring  countries  and  some  of  them  have 
already  penetrated  far  afield.  To  talk  of  selling  American  pic- 
kles in  Germany  seems  very  much  like  carrying  the  proverbial 
coals  to  Newcastle,  but  it  has  been  done  and  successfully.  Our 
essentially  national  and  quite  modern  prepared  breakfast  cereals 
have  actually  been  sold  around  the  world. 

Do  Competitors  Export? — One  of  the  extraordinary  features 
of  the  attitude  of  some  American  manufacturers  toward  foreign 
possibilities  is  not  merely  their  skepticism  as  to  possibilities  for 
their  own  goods,  but  their  extraordinary  ignorance  of  the  fact 
that  their  immediate  competitors  in  this  country  are  already 
acutally  enjoying  some  of  that  export  trade  which  they  would 
like  to  have  but  hesitate  to  seek.  A  manufacturer  of  plows  is 
found,  for  example,  who  seems  not  to  know  that  other  American 
plow  manufacturers  with  whom  he  is  constantly  competing  here 
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at  home  are  actually  doing  to-day,  as  some  of  them  have  for 
half  a  century  past,  a  large  and  profitable  foreign  trade.  This, 
it  may  be  granted,  is  an  extraordinary  illustration,  but  strange 
as  such  ignorance  in  this  particular  trade  may  seem,  it  is  none 
the  less  a  true  statement  of  fact.  It  is  an  illustration  of  a  wide- 
spread condition  which  may  be  especially  striking,  since  one 
might  suppose,  as  a  matter  of  course,  that  no  plow  manufacturer 
in  the  United  States  can  very  well  avoid  knowing  something  of 
the  past  and  the  existing  export  trade  in  American  plows. 

One  of  the  first  means  available  to  a  manufacturer  to  answer 
his  own  question,  **Can  my  goods  be  sold  for  export?"  may  be 
inquiry  of  his  own  competitors — guarded,  diplomatic  inquiry 
perhaps — ^yet  not  in  all  branches  of  industry  is  trade  jealousy 
so  acute  that  no  information,  or  misleading  information,  will  be 
given.  With  our  many  and  strong  trade  associations  it  would 
seem  that  immediate  information  is  available  to  any  manufac- 
turer in  reply  to  an  inquiry  as  to  whether  any  one  else  in  his 
particular  line  is  already  shipping  foreign  orders. 

Information  from  Suppliers. — ^Very  especially,  however,  any 
manufacturer  has  at  his  command  for  the  securing  of  this  same 
information,  the  friendship  and  the  acquaintance  of  his  sup- 
pliers, the  people  from  whom  he  buys  raw  materials  or  parts. 
The  manufacturers  of  boots  and  shoes  can  learn  something  from 
the  traveling  man  who  sells  him  and  his  competitors  upper 
leather,  or  sole  leather,  or  findings ;  the  making  of  carriages  and 
wagons  can  learn  something  of  the  foreign  trade  which  other 
makers  of  similar  vehicles  may  have  on  inquiry  from  his  friends 
who  sell  him  springs,  wheels  and  upholstery  materials. 

The  mere  fact,  which  can  readily  enough  be  ascertained,  that 
competitors  actually  ship  goods  to  foreign  markets,  will  or 
should,  as  a  matter  of  course,  lead  to  further  and  more  detailed 
inquiries. 

WHERE  CAN  QOODS  BE  SOLD? 

Information  obtained  by  the  manufacturer  from  his  suppliers, 
as  has  just  been  suggested,  may  be  more  or  less  detailed  as  to 
the  operations  in  foreign  fields  of  the  competitors  of  the  manu- 
facturer as  his  acquaintance  with  the  supplier  may  be  more  or 
less  intimate.    It  will  very  likely  be  found  that  the  supplier 
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himself  is  carrying  on  an  export  trade  in  the  same  parts  or  ma- 
terials which  the  manufacturer  is  buying  here  at  home.  In  this 
case  the  supplier  can  tell  not  only  something  about  what  other 
manufacturers  of  the  completed  article  are  doing  abroad,  but 
he  may  also  be  able  to  give,  in  the  light  of  his  own  experience^ 
valuable  hints  to  the  manufacturer  as  to  some  foreign  markets 
and  as  to  ways  of  conducting  an  export  trade.  Here  is  an  illus- 
tration of  one  phase  of  the  broad  mindedness  which  it  has  been 
remarked  must  characterize  the  exporter. 

Markets  for  Raw  and  Finished  Products.— The  fact  that  the 
supplier  of  materials  or  parts  is  himself  selling  to  foreign  coun- 
tries the  selfsame  goods  as  those  bought  by  the  American  manu- 
facturer, or  goods  essentially  similar  to  them,  by  no  means  im- 
plies that  there  is  not  an  attractive  and  a  permanent  market  in 
the  very  same  as  well  as  in  other  foreign  countries  for  the  manu- 
facturer's finished  product.  The  fact  that  for  twenty  or  thirty 
years  American  makers  of  shoe  machinery,  of  glazed  kid  and 
box  calf,  of  lasts  and  of  other  requirements  of  shoe  manufac- 
turing, have  been  selling  increasing  quantities  of  their  products 
in  every  country  of  Europe  and  in  every  country  the  world 
over  where  shoes  are  manufactured,  has  not  prevented  the 
steady,  healthy,  even  surprising  growth  year  by  year  of  Ameri- 
can export  trade  in  manufactured  boots  and  shoes.  The  leather 
and  the  machinery  that  we  have  sold  to  England  and  Germany 
have  not  interfered  with  our  increasing  sales  to  the  very  same 
countries  of  boots  and  shoes  made  by  the  same  machinery  and 
of  the  same  leather  in  American  factories.  That  our  makers  of 
tanning  machinery  have  pushed  hard  and  successfully  to  intro- 
duce their  apparatus  in  England  and  Germany,  to  teach  tanners 
in  those  countries  how  to  make  American  leather,  has  not  re- 
stricted the  wonderful  growth  of  our  exports  of  finished  leather 
to  the  same  countries.  That  certain  manufacturers  of  lathes  for 
turning  lasts  find  profitable  foreign  markets  for  their  machinery 
has  not  prevented  manufacturers  of  finished  lasts  from  finding, 
in  their  turn,  markets  in  sundry  foreign  countries  well  worthy 
attention  and  cultivation,  even  despite  the  further  fact  that  the 
maple  wood  from  which  our  lasts  are  turned  is  also  exported  in 
erude  or  half  finished  form. 

Therefore,  if  (for  example)  the  manufacturer  of  carriages. 
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carts  or  wagons,  learns  that  the  makers  of  practically  every  part 
that  goes  into  his  finished  product  have  for  a  long  time  been  ex- 
porting those  very  parts  and  supplies  to  sundry  foreign  mar- 
kets, he  must  by  no  means  argue  that  there  is  no  chance  left  for 
him  to  find  foreign  customers  for  his  finished  vehicles.  He  can- 
not even  argue  that  were  he  to  find  customers  to-day  they  would 
be  only  temporary  and  that  there  would  be  *'no  future''  to  the 
trade.  The  history  of  the  last  half  century  of  our  foreign  trade 
argues  against  this  point  of  view. 

Export  Statistics — The  study  of  statistics  is  often  as  barren  of 
profitable  result  as  it  is  puzzling  and  tedious.  Yet  that  study 
may  be  helpful  in  those  lines  where  government  figures  are 
closely  classified  and  subdivided.  Our  official  American  export 
statistics  are  as  finely  classified  as  are  any  others  but  still  leave  a 
great  deal  to  be  hoped  for.  It  is  expected  that  studies  now 
under  way  looking  to  reclassification  of  our  export  statistics 
may  result  in  figures  more  helpful  to  manufacturers  of 
many  special  lines.  The  Bureau  of  Foreign  and  Domestic  Com- 
merce of  the  Department  of  Commerce  issues  every  year  several 
publications  detailing  statistics  of  our  export  trade  to  all  the 
world,  which  are  available  at  nominal  costs.  These  statistics 
may  give  a  general  idea  of  the  volume  of  our  export  trade  in 
certain  goods,  particularly  those  classed  together  under  general 
heads,  and  the  distribution  of  such  exports  through  various  for- 
eign markets.  It  is  possible  to  analyze  such  statistics,  learning, 
for  example,  from  a  comparison  of  the  values  per  unit  of  goods 
exported,  the  general  class  or  quality  of  goods  bought  by  dif- 
ferent countries. 

The  man  fond  of  statistical  investigation  may  go  farther  and 
study  the  export  statistics  of  other  manufacturing  countries, 
such  as  England  and  Germany,  learning  to  what  markets  their 
products  are  shipped.  He  may  also  look  into  the  import  statis- 
tics published  by  countries  where  he  thinks  or  has  reason  to  sup- 
pose similar  goods  are  not  manufactured  but  are  purchased  from 
oversea.  Some  information  in  such  regards  may  be  had  from 
authorities  and  publications  of  the  Government  at  Washington. 
Sometimes  statistical  works  of  this  sort  may  be  found  in  public 
libraries. 
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Local  Conditions  Affect  Markets.— All  statistics,  however,  are 
apt  to  be  misleading,  as  they  are  ofteii  disappointing,  when  re- 
liance is  placed  on  them  for  information  as  to  specific  articles. 
The  imports  of  a  certain  line  of  goods  into  any  market  are  often 
affected  by  local  conditions  which  specialized  products  in  the 
line  in  question  may  be  able  to  overcome.  In  modem  industry 
products  fast  change,  not  only  in  specific  details  but  even  in  gen- 
eral character.  Lack  of  imports  into  a  certain  market  in  a 
given  line  may  be  due  to  inadequate  introduction  of  this  line, 
or  even  to  popular  ignorance  regarding  it.  In  studying  foreign 
markets  it  will  constantly  be  found  that  certain  articles  sell  well 
in  one  market  while  in  a  neighboring  market  of  similar  or  pre- 
cisely identical  character  the  same  articles  are  not  known  at 
all.  American  seamless  hosiery  was  early  and  satisfactorily  ia- 
troduced  into  Chile  but,  whatever  may  be  the  case  torday,  it  was 
for  a  long  time  impossible  to  introduce  these  same  goods  into 
the  Argentine  Republic.  At  least  one  manufacturer  found  the 
reason  in  his  own  case.  It  was  that  the  agent  upon  whom  he  de- 
pended in  Buenos  Aires  was  representing  European  hosiery  of 
a  different  character  which  he  had  already  introduced.  Ameri- 
can lamps  for  years  enjoyed  a  considerable  trade  in  the  city  of 
Constantinople,  but  at  Smyrna,  only  a  few  hours  distant  in  the 
same  country  and  subject  to  identical  conditions,  the  same  lamps 
never  obtained  a  footing. 

The  prospects  of  trade  in  some  lines  may  occasionally  depend 
on  varying  geographic  and  climatic  conditions  in  the  same  coun- 
try. Compare,  for  example,  the  relative  altitudes  in  Mexico  of 
the  coast  cities  of  Vera  Cruz  and  Tampico  with  Mexico  City, 
8,000  feet  higher.  Throughout  Central  America  and  in  many  of 
the  countries  of  South  America  similar  conditions  are  encount- 
ered with  an  emphatic  difference  in  temperature  and  general 
climate  between  the  hot,  tropical  regions  at  sea  level  and  the 
temperate  regions  among  the  mountains  in  the  interior  where 
many  of  the  populous  and  important  trade  centers  are  located. 
It  might,  for  example,  be  possible  to  develop  business  in  oil  or 
gas  heaters,  for  use  during  the  cool  evenings,  in  the  regions  of 
high  altitudes,  while  it  would  be  quite  impossible  to  sell  a  single 
heater  in  the  low-ljdng  coast  cities  of  the  same  country.    The 
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question  of  where  goods  can  be  sold,  is  not  therefore  a  question 
always  of  **what  countries."  Many  another  consideration  of 
varying  nature  must  be  taken  into  account. 

American  Consuls. — One  of  the  first  sources  of  information 
likely  to  suggest  itself  to  the  average  manufacturer  contemplat- 
ing a  study  of  possibilities  in  his  line  is  sure  to  be  the  American 
consular  service.  The  manufacturer's  thought  is,  *'I11  write  to 
the  American  consuls,  send  them  my  catalogue  and  see  what 
they  say  of  my  chances."  Before  the  manufacturer  takes  this 
step  he  should  not  neglect  inquiring  first  of  the  Bureau  of  For- 
eign and  Domestic  Commerce,  Washington,  to  which  all  con- 
sular reports  of  trade  ultimately  come  through  the  Department 
of  State.  This  Bureau  has  on  file  thousands  of  reports  from  all 
parts  of  the  world  relating  to  almost  every  imaginable  sort  of 
business,  some  of  which  have  been  published  and  some  of  which 
have  never  been  put  into  type.  The  chances  are  strong  that 
much  of  the  information  which  the  manufacturer  wants  is  al- 
ready on  file  and  immediately  available.  Duplicates  of  such  re- 
ports may  be  found  in  .the  branch  offices  of  the  Bureau  of  For- 
eign and  Domestic  Commerce  which  have  been  established  at 
New  York,  Boston,  Chicago,  St.  Louis,  New  Orleans,  San  Fran- 
cisco and  Seattle.  If  no  reports  are  already  on  file,  or  if  special 
information  not  included  in  the  reports  is  required,  then  the 
Bureau  itself  will,  if  desired,  send  out  for  the  manufacturer  a 
special  request  for  fresh  information. 

Of  course,  the  manufacturer  can  do  this  for  himself  if  he 
chooses,  but  in  any  event  he  must  not  forget  that  he  will  not 
receive  confidential  information  for  his  own  exclusive  use  and 
benefit.  Because  our  consuls  are  government  officials  acting  for 
the  benefit  of  American  commerce,  and  not  exclusively  for  the 
benefit  of  any  individual  citizen  or  manufacturing  concern,  in- 
formation that  is  gathered  in  response  to  inquiries  will  be  pub- 
lished or  otherwise  placed  at  the  disposal  of  any  one  interested. 
Furthermore,  American  consuls  are  not  located  in  ''practically 
every  city  of  the  world,"  as  a  recent  writer  reported.  There 
are  about  300  consulates.  Their  addresses  may  be  obtained  from 
the  Consular  Bureau,  Department  of  State. 

In  correspondence  with  these  officials  letters  should  not  be  ad- 
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dressed  personally — ^the  address  should  be  the  American  Consul, 
or  the  American  Consul  General,  as  the  case  may  be,  in  such  and 
such  a  city  and  country.  This  in  order  to  avoid  delay,  if  the 
individual  holding  the  ofiSce  chances  to  be  absent  from  his  post. 
Some  curious  blunders  are  made  by  manufacturers  in  seeking 
information  directly  from  our  officials  abroad.  In  one  instance 
a  manufacturer  addressed  a  circular  letter  not  only  to  the  consul 
general  at  a  certain  foreign  capital,  but  to  the  vice  consul  gen- 
eral, to  the  deputy  consul  general,  to  the  clerk  at  the  consulate 
general,  and  then  capped  the  climax  by  sending  that  identical 
circular  letter  to  the  American  Ambassador,  to  the  first  secre- 
tary, the  second  secretary  and  the  third  secretary  of  the  embassy. 
Only  one  letter  is,  of  course,  required — ^to  the  chief  consular 
official.  It  will  not  usually  be  found  desirable  to  address  such 
letters  of  inquiry  to  the  ''consular  agents"  who  are  located  at 
minor  points  under  the  jurisdiction  of  a  neighboring  consul. 
The  consular  agents  are  not  always  of  American  birth  and  they 
received  their  appointments  chiefly  in  order  to  have  some  repre- 
sentative to  look  after  the  occasional  requirements  of  the  service 
at  points  where  it  is  not  worth  while  maintaining  a  regular 
consul.  They  are  not  paid  salaries,  depend  on  chance  fees  and, 
although  almost  invariably  men  of  character  and  standing  in 
their  respective  communities,  they  have  neither  the  time  nor 
often  the  inclination  to  take  up  trade  inquiries  that  may  be  ad- 
dressed to  their  relatively  insignificant  markets. 

Again,  it  must  by  no  means  be  fancied  that  American  consuls 
are  salesmen.  Do  not  ask  them  to  take  your  samples  around 
among  the  merchants  in  their  city  or  district  and  try  to  get 
you  some  orders.  Do  not  oflfer  a  consul  your  agency  on  a  com- 
mission basis.  Do  not  ask  him  to  endorse  your  draft  or  guar- 
antee an  account.  Nor  to  deliver  packages  and  collect  payment. 
The  consul  is  a  government  official  and  has  a  good  many  other 
duties  than  those  of  looking  after  the  requests,  even  for  re- 
ports, made  by  our  manufacturers.  No  greater  insult  can  be 
offered  than  an  attempt  to  subsidize  a  consul.  He  will  be 
anxious  and  glad  to  do  what  he  can  when  properly  approached. 
We  have  to  remember  that  we  are  not  the  only  ones  who  are 
seeking  help,  that  very  likely  ten  or  twenty  other  manufac- 
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turers  in  our  own  line,  or  ten  or  twenty  different  lines,  may  be 
asking  a  single  consul,  at  almost  the  same  time,  to  give  them  very 
much  the  same  sort  of  service  that  we  want. 

Other  Sources  of  Information.— The  Bureau  of  I^oreign  and 
Domestic  Commerce  of  the  Department  of  Commerce  maintains 
"District"  or  ** Cooperative'*  oflSces  in  fifteen  of  our  large 
cities  and  ten  or  twelve  Commercial  Attaches-  in  as  many 
capitals  of  foreign  countries  which  are  important  markets  for 
American  goods.  In  addition  there  is  also  located  in  Washing- 
ton the  Pan  American  Union  which  is  available  for  information 
regarding  any  of  the  Latin  American  republics.  Furthermore, 
the  seeker  for  information  may  address  himself  to  a  representa- 
tive export  trade  paper  which  may  have  a  good  deal  of  valuable 
information  and  advice  to  offer.  There  are  a  number  of  Ameri- 
can Chambers  of  Commerce  abroad  which  will  be  glad  to  give 
such  information  as  they  may  have  in  reply  to  specific  inquiries. 

Some  information  may  sometimes  be  had  from  export  com- 
mission houses  in  New  York,  New  Orleans  or  San  Francisco,  but 
it  is  not  to  be  forgotten  that  concerns  of  this  sort  are  not  infor- 
mation bureaus.  They  are  business  houses  looking  primarily 
after  their  own  profits.  They  may  or  may  not  be  able  to  give 
the  information  requested,  and  if  able  they  may  or  may  not  be 
willing  to  give  it ;  that  depends  to  some  extent  on  advantages  or 
disadvantages  to  themselves  which  they  may  see  in  a  proposal. 

Some  of  the  international  banking  houses  may  be  able  at  times 
to  give  advice  or  information  in  regard  to  business  in  certain 
markets  with  which  they  have  large  relations  or  may  send 
abroad  for  such  information.  This,  however,  is  not  the  proper 
function  of  a  banking  house  and  its  foreign  correspondents  are 
busy  people  not  particularly  likely  to  have  either  time  or  in- 
clination to  look  carefully  or  specifically  into  any  inquiry. 

With  all  of  these  many  sources  of  information  available  to 
the  manufacturer  there  remains  little  excuse  for  the  man  genu- 
inely interested  in  looking  into  profitable  foreign  outlets  for  his 
products  if  he  fails  to  gain  a  general  idea  of  chances. 

GEOGRAPHY 

Undoubtedly  the  first  essential  in  the  education  of  a  man, 
young  or  old,  for  the  export  trade  is  a  thorough  knowledge  of 
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the  geography  of  the  world.  Dr.  J.  Russell  Smith,  of  the  Whar- 
ton School,  University  of  Pennsylvania,  has  said:  *'It  is  im- 
possible to  discuss  the  industries  of  a  country,  its  commerce,  its 
prospects,  to  give  any  reliable  information  of  value  to  the 
student  of  commerce  without  we  know  the  fundamental  geo- 
graphical facts  that  have  made  it,  and  since  knowledge  is  so 
peculiarly  and  unexpectedly  useful  I  should  say^that  the  young 
man  who  prepared  to  go  into  work  in  connection  with  the  ex- 
port trade  would  do  well  to  spend  a  half  hour  a  day  for  a  period 
of  years  in  a  study  of  geography/' 

A  Foreign  Atlas  Needed. — ^A  paper  acquaintance  with  for- 
eign countries,  capitals,  sea-ports,  commercial  centers,  is  easily 
enough  obtained  and  should  be  sought  by  the  intending  exporter 
during  every  leisure  moment.  A  thoroughly  good  atlas  of  the 
world,  not  one  chiefly  devoted  to  the  United  States  with  a  few 
condensed  plates  of  foreign  countries,  should  be  the  nucleus  of 
any  manufacturer's  export  library.  Above  all  it  should  include 
a  complete  index  enabling  ready  reference  regarding  any  town 
the  whole  world  over  to  appropriate  maps  where  its  location 
may  be  readily  identified.  Too  many  Americans  have  the  hazi- 
est of  ideas  about  the  Dutch  East  Indies,  too  many  ''guess**  that 
Jamaica  is  somewhere  in  the  Pacific  Ocean.  A  manufacturer 
asks:  ''In  what  country  is  Mauritius T'  Very  likely  the  ques- 
tion will  stump  many  a  reader.  Yet  ships  occasionally  take 
cargo  from  New  York  direct  to  this  island,  famous  and  impor- 
tant in  our  commerce  a  hundred  and  fifty  years  ago  as  the  Isle 
of  France.  It  is  still  one  of  our  export  markets,  although,  of 
course,  far  from  being  of  first  importance.  None  the  less  the 
manufacturer  expecting  to  develop  foreign  sales  for  his  goods 
ought  to  know  as  much  as  possible  about  this,  as  a)3out  every 
other  market  of  the  world. 

Arm-chair  Tours  with  Books. — Most  of  us  promptly  forgot  a 
good  part  of  our  geography  when  we  left  school  or  progressed 
to  so-called  "higher"  branches.  We  may  all  of  us  very  well 
begin  afresh,  and  there  is  no  more  fascinating  study  imaginable 
than  that  of  other  countries,  what  and  where  they  are,  how  they 
are  reached,  their  relations  physical  and  geographical  one  to  an- 
other, the  people  who  inhabit  them,  their  languages  and  customs. 
Evening  tours  at  home  with  atlas,  guide  books,  books  of  travel, 
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illustrated  steamship  folders  and  sailing  lists,  mapping  out 
imaginary  or  possible  future  trips,  will  prove  quite  as  interest- 
ing as  the  latest  novel  to  the  business  man  who  has  in  view  the 
increase  of  business  and  profits  through  orders  to  be  secured 
from  the  various  countries  and  peoples  of  the  earth.  In  any 
public  library  such  works  as  the ''Exporter's  Gazetteer  of  Foreign 
Markets''  will  be  found  with  details  of  a  country's  financial 
and  economic  organizations.  A  casual  inspection  of  the  hun- 
dreds of  books  of  travel  which  have  flooded  the  market  in  re- 
cent years  will  suffice  to  determine  what  books  of  this  class  give 
information  of  real  use  to  the  business  man  who  wants  to  know 
something  of  the  people  and  the  commerce  of  a  country  where 
he  expects  to  seek  orders  and  the  relative  importance  and  loca- 
tion of  that  country's  principal  towns  and  cities. 

Travel  lectures  and  moving  pictures  will  give  the  man  who  has 
never  set  foot  outside  his  own  country  some  idea  of  foreign  lands, 
their  cities  and  their  life. 

THE  QUESTION  OF  PKICE8 

Who  makes  the  cheapest  goods  in  the  world  t  Can  anybody 
telH  Does  anybody  caret  Is  it  not  acknowledged  that  the 
price  argument  is  always  the  last  desperate  resort  of  selling  in- 
efiSciency?  If  this  is  true  at  home,  it  is  also  true  in  foreign 
countries.  And  yet  we  hear  a  great  deal  about  the  necessity  of 
American  manufacturers  meeting  competitive  prices  in  foreign 
markets. 

American  Competition  not  on  Price  Basis.— No  doubt  this 
is  true  in  a  few  lines  of  staple  goods — ^but  in  how  many  lines  T 
It  may  be  the  case  in  rosin,  sometimes  in  petroleum,  it  is  very 
likely  often  the  case  in  some  of  the  cruder  products  of  iron  and 
steel  mills,  yet  instances  are  not  unknown  where  certain  wire 
nails  have  been  given  the  preference  in  export  markets,  even 
when  quoted  at  slightly  higher  prices  than  competitors,  because 
that  certain  brand  of  nail  had  been  found  invariably  to  be  .re- 
liable, well  made  and  finished,  and  full  weight.  It  may  be,  there- 
fore, that  reputation  and  fame  count  for  something  even  in  such 
highly  competitive  articles.  Granted,  however,  that  there  are  a 
few  staples  in  which  competition  is  almost  if  not  quite  resolved 
down  to  a  price  basis,  yet  it  must  also  be  granted  that  in  the 
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great  bulk  of  trade  in  articles  which  the  United  States  can  supply 
competition  is  not  and  should  not  be  considered  to  be  one  of 
price. 

There  is  hardly  such  a  thing  known  in  many  trades  as  such 
competition.  One  watch  is  different  from  another  watch  of  sepa- 
rate origin  just  as  one  manufacturer's  chair  differs  in  some  re- 
spects from  another  manufacturer's  chair,  or  one  shoe  from  an- 
other shoe,  one  engine  from  another  engine,  and  so  on.  A  certain 
famous  American  dollar  watch  is  not  the  cheapest  watch  in  the 
world  by  any  means.  It  has  found  many  imitators  but  it  still 
maintains  its  sale  alongside  of  watches  that  retail  for  the  price 
at  which  its  makers  wholesale  it.  The  advent  of  the  dollar 
watch  did  not  kill  the  sale  in  the  United  States  or  in  any  other 
country  of  watches  at  $20,  $50  or  $100  each. 

"We  have  already  observed  our  American  sal^  in  the  most 
highly  competitive  markets  of  the  world,  the  several  manufactur- 
ing countries  of  Europe.  Analyze  the  figures  for  our  former  ex- 
ports to  Germany.  You  will  find  among  our  most  important 
items  agricultural  implements,  machine  tools,  automobiles,  type* 
writing  machines,  sewing  machines,  leather  and  boots  and  shoes. 
These  items  have  amounted  to  an  annuaF  total  of  $14,000,000  or 
$15,000,000.  Each  and  every  one  of  them  competed  on  German 
soil  with  big  and  important  German  manufacturing  industries 
which,  in  their  turn,  actually  exported  their  own  products  to 
many  markets  foreign  to  them.  Yet  our  goods  paid  ocean 
freights  and  German  duties  and  sold  in  Germany  to  the  big  an- 
nual amounts  just  named  in  spite  of  local  German  competition. 
Incidentally,  it  is  again  to  be  observed  that  ocean  freights  offer 
no  obstacle  at  all  to  selling  possibilities  in  foreign  countries.  A 
manufacturer  can  lay  his  goods  down  in  China  as  cheaply,  and 
usually  more  cheaply,  than  in  Colorado.  Although  not  suscep- 
tible of  actual  demonstration,  it  is  for  good  reasons  believed  to 
be  a  fact  that  most  American  manufacturers  who  export  their 
goods  make  rather  better  profits  in  that  trade  than  they  do  in 
the  home  trade. 

Both  Cheap  and  Expensive  Gtoods  Sold.— In  every  city  the 
whole  world  over  both  high  priced  goods  and  cheap  goods  are 
bought  and  sold.  Paris  and  New  York  are  no  different  in  this 
respect  from  Constantinople  and  Cape  Town.    Always  there  are 
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some  merchants  who  want  the  very  best  obtainable  irrespective  of 
price;  indeed,  some  who  demand  only  the  highest  priced  goods 
they  can  find,  successfully  do  business  alongside  of  others  who  can 
use  nothing  but  very  cheap  goods.  Probably,  as  there  are  more 
poor  people  in  the  world  than  rich,  there  is  a  greater  demand  for 
goods  that  cost  little.  Then,  too,  there  is  the  important  demand 
for  intermediate  grades.  The  point  at  issue  is  that,  so  far  as  price 
is  concerned,  there  are  merchants  in  every  country  and  in  every 
city  to  buy  any  given  article  no  matter  what  its  price.  Caracas, 
Venezuela,  papers  publish  the  announcement  of  a  local  flour  im- 
porter advertising  a  certain  well  known  brand  of  American  flour 
and  boasting  in  big  black  letters  that  that  flour  is  the  most  costly 
of  any  imported  into  Venezuela.  An  American  manufacturer  of 
high  grade  steam  packing  has  worked  up  a  large  and  profitable 
trade  in  Europe.  He  used  to  sell  his  product  in  Germany  at 
two  or  three  times  the  price  which  the  highest  cost  native  Ger- 
man packing  commanded.  He  succeeded  in  doing  this  because 
he  demonstrated  to  buyers  and  users  of  packing  that  his  is  worth 
what  he  asks  for  it. 

The  reluctance  manifested  by  some  American  manufacturers 
to  seek  foreign  outlets  for  their  wares  because  they  fear  local  or 
European  competition,  or  because  their  goods  are  not  ** cheap," 
would  be  amusing  were  it  not  even  more  irritating. 

An  American  cutlery  manufacturer  says  he  used  to  sell  high 
grade,  expensive  tailor's  shears  and  other  specialties  to  Germany 
because  the  Germans  make  nothing  so  good.  Cheap  German 
shears  and  scissors  have  paid  American  duties  and  stocked  a  large 
proportion  of  American  cutlery  shops  and  department  stores. 
There  is  not  a  country  in  the  world  where  quality  is  not  appreci- 
ated and  paid  for.  Single  orders  amounting  to  thousands  of 
dollars  were,  before  the  war,  received  from  Germany  for  Ameri- 
can safety  razors,  perhaps  because  they  are  novelties.  But  prac- 
tically every  manufacturer  in  the  United  States  makes  **  novel- 
ties,'' that  is,  scarcely  any  one  manufacturer  exactly  duplicates 
goods  made  by  any  other  manufacturer.  Selling  goods  means 
something  more,  at  home  or  abroad,  than  offering  lower  prices 
than  any  one  else  can  offer.  Quality  and  novelty  are  telling 
factors  in  influencing  orders  in  any  part  of  the  world. 

Quality  Versus  Price.— It  is  widely  acknowledged  that  in  no 
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other  country  is  the  efficiency  to  be  found  in  our  American  fac- 
tories equaled  or  approached.  It  is  this,  which,  coupled  with 
quantity  production,  organization,  system  and  automatic  ma- 
chinery, all  backed  by  American  inventive  genius  and  versatility, 
enables  us  to  maintain  high  wages  and  a  high  standard  of  living 
for  our  employees  and  yet  produce  goods  of  quality  at  reasonable 
prices,  which  means  prices  that  commend  themselves  in  competi- 
tion no  matter  whether  higher  or  lower  than  prices  at  which 
some  other  manufacturers  offer  their  own  goods. 

It  is,  however,  notably  in  the  way  of  quality  goods  that  Ameri- 
can manufacturers  excel  and  have  made  their  footing  firm  in  the 
world's  markets.  No  buyers  of  experience  in  international  trad- 
ing look  to  the  United  States  for  trash.  It  should  remain  the  am- 
bition of  every  manufacturer  who  enters  export  markets  to 
maintain  the  standing  and  the  prestige  of  the  American  nation  in 
this  regard.  He  who  transgresses  should  be  torn  limb  from  limb 
by  his  indignant  neighbors. 

Quality  Builds  Up  Business.— The  Hon.  William  G.  Bedfield, 
before  becoming  Secretary  of  Commerce,  was,  as  is  well  known, 
for  years  actively  engaged  in  the  export  business  as  foreign 
representative  of  certain  American  manufacturers  of  engineering 
appliances.  Addressing  an  annual  convention  of  the  National 
Canners  Association,  Mr,  Redfield,  among  other  things,  took  up 
the  question  of  competing  prices  in  foreign  markets. 

"An  amusing  ignorance  of  the  factors  in  foreign  competition  is 
frequently  exhibited  in  our  public  discussions.  What  you  hear 
is  price,  price  and  again  price.  Goods  compete  in  price  t  Well, 
that  is  true,  but  it  is  not  the  whole  truth.  Indeed,  there  are 
places  where  it  is  a  very  small  part  of  the  truth,  else  there  would 
not  be  different  qualities  of  goods  at  varying  prices  in  the  market. 
There  are  men  in  every  country  who  are  willing  to  pay  for 
quality  if  they  know  it  is  there  and  always  kept  there.  ...  I  re- 
call a  business  house  that  deliberately  started  in  to  develop  a 
foreign  trade.  There  were  two  courses  open  to  them — the 
temporary  and  the  permanent — the  dime  course  and  the  dollar 
course.  They  could  get  rather  quickly  a  lot  of  dimes  they  did 
not  have,  but  they  believed  it  would  be  better  in  the  long  run  to 
defer  those  dimes  even  a  few  years  and  wait  for  the  dollars,  and 
so  they  went  at  it  that  way.    They  did  not  make  the  cheapest 
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article  they  could  produce  and  endeavor  by  that  means  to  rush 
the  market.  On  the  contrary,  they  preferred  to  make  a  rather 
better  article  than  was  for  sale  in  their  particular  markets  and 
slowly  and  gradually  build  up  a  business  on  those  lines,  and 
this  policy  succeeded.  They  found  people  enough  to  pay  for 
good  quality  and  while  there  were  times  when  more  goods  could 
have  been  sold  if  they  had  been  cheaper,  the  truth  was  never  lost 
sight  of  that  business  done  on  that  plane  would  very  likely  be 
confined  to  that  single  transaction  or  at  least  to  but  a  few  more. 
Cheapness  is  not  the  main  thing  to  be  achieved.  Cheapness  in 
relation  to  high  quality  is  all  very  well,  but  quality  will  build  up 
a  business  that  will  stay  while  cheapness  goes  out  of  the  door."  ^ 
American  Improvements  and  Innovations. — The  element  of 
novelty,  as  has  just  been  suggested,  exists  in  practically  every 
article  known  to  commerce,  or  by  the  exercise  of  a  little  ingenuity 
can  be  made  to  apply,  effectively  advocated  and  advertised.  The 
reply  to  the  question  whether  we  shall  be  able  to  keep  new  trade 
in  foreign  markets  is  that  so  doing  will  depend  on  the  ability 
of  our  manufacturers  to  impress  the  actual  desirability  of  their 
goods,  no  matter  if  they  cost  a  little  more  than  former  favorites. 
Our  standard  goods  are  not  as  a  rule  like  goods  used  for  the 
same  purposes  perhaps,  made  by  European  manufacturers.  We 
could  not,  if  we  would,  produce  some  of  the  goods  sold  all  over 
the  world  by  our  competitors  in  Europe.  Certainly  we  would 
not  offer  many  of  them,  for  we  have  developed  in  this  country 
other  goods  of  the  same  application  which  we  consider,  for  rea- 
sons conclusively  good  to  us,  far  better  than  the  others. 

1  £.  C.  Simmons,  head  of  the  great  St.  Louis  hardware  house  which  bears 
his  name,  in  a  paper  presented  to  the  first  Foreign  Trade  Convention  de- 
clared, relative  to  his  own  business:  "We  have  found  our  greatest  suc- 
cess in  selling  goods  of  extraordinary  value,  or  the  very  best  quality;  that 
it  was  entirely  useless  to  send  cheap  stuff  abroad,  or  to  make  any  effort 
to  sell  it  in  foreign  lands;  but  when  we  came  to  offer  goods  that  were 
superlative  in  quality,  and  better  than  were  made  in  other  countries,  it 
was  not  very  difficult  to  sell  them,  and  those  sales  have  continued  to  in- 
crease each  year." 

In  his  review  of  the  trade  of  Austria-Hungary  for  1014,  the  American 
consul-general  at  Vienna  wrote:  "American  goods  must  find  their  market 
here  more  by  superiority  of  quality,  greater  tastefulness  in  packing  and 
in  the  details  of  offering  to  purchasers,  and  the  exercise  of  more  skilful 
arts  of  salesmanship  than  their  competitors.  It  is  not  so  essential  to  offer 
cheaper  articles." 
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It  is  the  distinctive  and  advantageous  characteristics  of  our 
trade  and  industry  which  all  of  us  ought  to  preach  and  empha- 
size, and  which  ought  to  gain  for  us  new  trade  everywhere  and 
hold  for  us  the  footing  so  secured. 

Lightness  and  grace  coupled  with  ample  strength  character- 
ize many  an  American  piece  of  hardware  which  must  compete 
with  heavy  if  substantial,  but  often  crude  and  rough,  European 
articles  of  the  same  description.  We  should  indignantly  refuse 
to  supply  some  of  the  locks  which,  until  recently  at  least,  French 
and  English  manufacturers  have  shipped  to  some  markets  where 
we  compete  with  them,  and  our  scorn  and  ridicule  would  know 
no  bounds  if  we  were  asked  to  make  their  great  jointed  keyi* 
weighing  a  pound  apiece  which  have  to  be  folded  together  like  a 
jack-knife  to  get  them  into  the  pocket. 

Our  threshing  machines  work  on  a  different  principle  alto- 
gether from  that  of  British  machines.  The  British  **rub  out" 
the  grain,  ours  thresh  it  out  with  ''teeth  and  concaves."  Ours 
are  light,  sometimes  they  are  called  flimsy;  they  are  not,  like 
the  British,  intended  to  be  bequeathed  as  heirlooms  to  posterity. 
The  American  cost  much  less  than  the  British,  have  double  or 
treble  their  capacity,  require  only  half  the  crew.  They  are 
built  to  do  lots  of  work  and  do  it  fast,  and  to  last  a  reasonable 
length  of  time.  Wherever  ''hands"  are  scarce  and  "time  is 
money,"  there  the  American  threshing  machine  will  come  into  its 
own.  The  same  sort  of  argument  applies  with  equal  force  to 
many,  probably  to  most  other  kinds  of  American  machinery. 

The  marvelous  growth  of  our  great  export  trade  in  boots  and 
shoes  was  partly  due  to  the  fact  that  we  supplied  six  or  eight 
different  widths  and  in  each  width  a  full  range  of  sizes  and  half 
sizes.  Our  dealers  had  found  it  possible  by  carrying  suitable 
stocks  to  fit  neatly  any  normal  foot  that  presented  itself.  The 
growth  of  the  retail  shoe  trade  in  the  United  States,  encouraged 
by  this  system  of  manufacturing,  almost  wholly  put  out  of  busi- 
ness the  custom  shoemaker  here.  In  Europe  and  in  other  coun- 
tries no  such  elaborate  assortment  of  sizes  and  widths  had  been 
available,  and  the  discriminating  buyer,  finding  it  impossible  to 
fit  himself  in  a  ready-made  shop,  betook  himself  in  desperation 
to  the  custom  shoemaker.  It  is  a  question  whether  with  our  pres- 
ent elaboration  in  the  ready-made  clothing  industry  our  clothing 
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makers  might  not  achieve  somewhat  similar  results  were  an  ag- 
gressive effort  to  be  made. 

We  do  a  great  many  things  differently  in  the  United  States. 
Quarter-size  collars  were  first  made  to  order  for  certain  exclusive 
retail  shops  in  New  York  by  Qerman  manufacturers,  who  were 
doubtless  vastly  amused  at  the  novelty  of  the  orders.  Those 
makers  never  had  enterprise  enough  to  try  to  introduce  quarter 
sizes  in  their  own  or  in  any  other  market.  They  plodded  along 
making  up  quarter-size  orders  for  these  American  shops  and 
forgetting  all  about  them  as  soon  as  their  bills  were  paid.  Mean- 
while, American  manufacturers  were  quick  to  see  the  point.  The 
system  was  introduced  throughout  the  country,  and  it  was  one  of 
those  strange  facts  encountered  in  traveling  abroad  that  Euro- 
pean tourists  could  find  no  other  quarter-size  collars  in  Berlin 
shops  than  those  of  American  manufacture.  The  Germans 
themselves  had  not  been  "shown."  Men's  shirts  may  be  taken 
as  another  out  of  hundreds  of  illustrations.  The  different  sizes, 
with  varying  sleeve  lengths,  represent  practice  utterly  unknown 
in  other  countries. 

Making  Prices  Attractive. — It  is  clear  enough,  almost  without 
stopping  to  take  thought,  that  there  may  be  a  great  difference  in 
the  effect  of  prices  named  in  different  ways.  A  bald  statement 
of  dollars  and  cents  certainly  can  never  appeal  to  possible  buyers 
as  would  the  same  net  returns  to  the  manufacturer  if  put  in  a 
different  way.  In  later  pages  we  shall  examine  some  of  the  forms 
in  which  quotations  may  be  made.  Meanwhile,  it  should  be  noted 
that  a  price  delivered  at  some  interior  railway  station  of  the 
United  States  can  never  appeal  to  a  foreign  buyer  as  would  a 
price  delivered  on  board  outgoing  steamer  at  New  York  or  other 
port,  for  buyers  in  foreign  countries  know  little  about  distances 
or  railway  freights  in  the  United  States  and  are  quite  unable  to 
guess  what  charges  to  and  at  ports  will  amount  to,  and,  in  conse- 
quence, judge  of  what  the  goods  they  wish  to  buy  will  probably 
cost  them  when  they  are  received. 

Similarly,  what  are  known  as  c.i.f.  quotations  (cost,  insurance 
and  freight)  are  still  more  likely  to  bring  orders  from  foreign 
customers  because  with  such  quotations  in  hand  the  buyer  is  still 
better  enabled,  as  we  shall  see,  to  estimate  what  he  can  resell  the 
goods  for  at  a  profit.    Quotations  of  prices  may  also  be  affected 
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by  the  currencies  in  which  the  prices  are  named.  Dollars  may 
not  be  so  effective  sometimes  as  pounds  or  francs.  It  seems 
probable  that  our  German  competitors  have  often  excelled  in  the 
tact  shown  in  the  quotation  of  prices,  especially  in  combination 
with  some  credit  terms  that  have  been  extended,  where  buyers  of 
the  goods  have  had  no  suspicion  that  the  prices  were  actually 
modified  by  the  credits  extended,  that  they  were  paying  for  these 
credits  in  the  prices  named. 

Higher  or  Lower  Prices  for  Export.r— ''Export  prices"  has 
sometimes  been  adopted  as  a  slogan  on  the  assumption  that  the 
term  is  equivalent  to  **rock  bottom  prices,"  indicating  an  espe- 
cially and  unusually  low  quotation.  It  is,  indeed,  a  fact  that 
many  manufacturers  name  lower  prices  to  foreign  than  to 
domestic  customers.  It  is  also  a  fact  that  other  manufacturers 
realize  higher  prices  and  make  larger  profits  on  their  export 
shipments.  Perhaps  the  principle  of  "all  the  trafl5c  will  bear" 
is  that  which  usually  governs.  Whether  that  is  a  sound  prin- 
ciple in  any  business,  domestic  or  foreign,  is  widely  questioned 
nowadays. 

Those  who  make  their  export  lower  than  their  domestic  quota- 
tions may  be  governed  by  two  considerations :  necessity  in  foreign 
markets  on  account  of  competition  with  the  world's  producers; 
revised  cost  calculations,  eliminating  all  or  nearly  all  of  the  sell- 
ing expense  charged  against  domestic  goods.  It  is  clear  that 
lower  export  prices,  if  they  succeed  in  winning  trade,  fill  vacant 
time  in  the  factory,  keep  otherwise  idle  machines  at  work,  and 
carry  a  share  of  the  overhead  expense.  They  are  therefore  to  be 
regarded  as  justified  in  any  case,  when  necessity  or  policy  dic- 
tates their  quotation.  Yet  the  element  of  profit  is  never  to  be 
lost  sight  of,  whether  in  actual  surplus  of  returns  over  costs  or 
in  the  taking  care  of  a  part  of  the  ** overhead"  and  thus  enhanc- 
ing profits  (or  reducing  costs)  on  other  products.  In  one  way  or 
another  export  trade  must  be  profitable. 

High  export  prices  are  justifiable — ^when  they  are  obtainable, 
and  many  American  manufacturers  get  them.  Obviously,  how- 
ever, there  is  the  possibility  of  restricting  sales  and  output.  The 
manufacturer  who  is  accustomed  only  to  his  home  and  highly  pro- 
tected market  has  to  take  into  consideration  the  increased  cost  of 
his  goods  when  landed  in  a  foreign  market,  through  import 
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duties  which  have  to  be  paid,  carriage  and  other  expenses  in- 
separable from  any  importing  business,  the  investment  of  capital 
in  doing  business  on  the  scale  required  in  oversea  transactions, 
etc.  It  is  probable  that  an  increase  oyer  domestic  prices  in  quo- 
tations to  the  export  trade  is  oftenest  a  mistake,  unless  warranted 
by  the  extra  expense  involved  in  adequate  export  packing  or 
something  of  that  sort.  ''Good  value  for  the  money"  is  just  as 
sure  a  claim  to  favor  abroad  as  at  home. 
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CHAPTER  II 

SOBEE  MISTAKEN  DSPBESSIONS 

Popular  Misunderstandings  about  Export  Problems — Mistaken 
Ideas  <is  to  Credit  Terms — Foreign  Branches  of  American 
Banks  Desirable  but  not  Essential — Lack  of  American  Ships 
Not  a  Handicap  to  Foreign  Trade  Expansion — Combinations 
of  Manufacturers  to  Get  Export  Bu^ness  by  no  Means  a  New 
Schema — When  American  Goods  may  be  Adapted  to  Market 
Tastes  or  Preferences. 

SPEAKERS  and  writers  on  export  trade  problems,  whose 
numbers  have  grown  so  astonishingly  in  recent  years,  have 
given  wide  currency  and  popular  credence  to  many  mis- 
taken notions.  It  is  worth  our  while  examining  some  of  these 
misapprehensions  both  to  clear  our  own  minds  and  arrive  at  an 
appreciation  of  the  real  state  of  affairs,  because  they  have  been 
widely  reprinted  and  read  throughout  the  world.  Those  who 
travel  abroad  or  who  meet  foreign  buyers  in  this  country  should 
be  in  position  to  present  the  true  state  to  them.  This  should 
be  a  part  of  our  propaganda  in  favor  of  the  United  States  and 
its  position  in  international  markets.  Every  American  who 
ever  meets  foreigners,  whether  engaged  in  commerce  or  not, 
should  be  able  to  argue  the  case  of  our  country  intelligently, 
present  its  claims  forcefully,  uproot  prejudices  and  mistaken 
ideas — ^many  of  which  our  own-  people  have  been  instrumental  in 
ignorantly  advertising,  some  of  which  our  competing  traders 
in  the  world's  markets  have  been  quick  to  seize  and  emphasize. 
A  rather  full  consideration  of  facts  as  regards  the  trade  and 
position  of  the  United  States  seems  to  be  called  for  at  this  point. 

AMERICAN  TRADE  WAS  NEVER  LAOOINO 

Statistics  and  comments  already  offered  demonstrate  the  falsity 
of  the  impression  which  may  be  general,  which  has  even  been 
deliberately  conveyed  by  some  speakers  and  writers  who  ought  to 
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know  better,  that  the  export  trade  of  the  United  States  in  times 
of  peace  has  been  small  or  lagging.  It  was  most  emphatically 
nothing  of  the  sort.  It  was  big,  important  and  growing — ^was 
growing  at  a  good  deal  faster  rate  than  was  the  export  trade 
of  any  other  manufacturing  country  even  before  the  outbreak 
of  the  European  War.  The  fact  that  the  total  export  trade  of 
the  United  States  was,  before  the  war,  actually  larger  than  the 
export  trade  of  Germany  is  seldom  known  or  referred  to.  As  a 
matter  of  fact  we  ranked,  in  normal  times,  second  only  and  close 
up  to  the  United  Kingdom  as  an  exporting  nation.^  It  is  certain 
that  our  position  as  an  exporter  will  not  be  less  important  in  the 
future  than  hitherto.  It  is  usually  speakers  from  the  platform, 
rather  than  writers  entrusting  themselves  to  black  and  white, 
who  expatiate  learnedly  on  the  disadvantages  and  unfavorable 
economic  conditions  of  the  United  States,  repeating  even  after 
many  corrections  the  absurdest  of  misstatements  easily  enough 
disproved  by  any  one  who  cares  to  ask  for  official  statistics.  The 
'*smallness"  of  our  export  trade,  as  it  was  sometimes  called,  is 
only  one  of  the  general  misapprehensions  and  popular  mistakes 
which  we  may  here  note. 

LONG  OBEDITS 

Among  such  notions,  perhaps  that  which  contrasts  American 
cash  terms  with  European  long  credits  is  the  most  mistaken  and 
most  harmful.  We  are  constantly  encountering  stories  of  the 
twelve  or  eighteen  months'  credits  which  it  is  said  European 
manufacturers  and  exporters  have,  hitherto,  habitually  extended 
to  their  customers  in  markets  where  American  manufacturers 
attempt  to  compete.  It  is  seldom  that  reports  to  this  effect  are 
intelligently  made  or  qualified.  The  excessive  credits  just  men- 
tioned, when  extended  at  all  by  European  shippers,  seldom  apply 
to  more  than  two  branches  of  trade,  namely,  the  piece-goods  trade 
and  the  agricultural  machinery  business.  In  the  latter,  Ameri- 
can manufacturers  also  have  frequently  extended  credit  facilities 
and  certainly,  in  view  of  the  universal  sale  of  American  agri- 
cultural machinery,  have  not  suffered  through  failure  to  com- 
pete in  any  respect  with  Europeans. 

1  Reference  is  made  to  exports  of  domestic  merchandise.  Care  must  al- 
ways be  taken  to  make  comparisons  of  exports  on  the  same  basis. 
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To  a  considerable  extent,  however,  the  talk  of  **long  credit" 
terms  refers  to  former  German  practice  in  oversea  trade.  With 
rare  exceptions  this  talk  is  really  based,  not  on  extraordinary 
length  of  credit  periods,  but  on  indiscriminate  and  reckless  selec- 
tion of  risks  which  were  granted  credits.  Three  or  at  most  four 
months  was  the  customary  extreme  limit  of  the  term  extended  by 
the  German  manufacturer  or  exporter — longer  terms  were 
extraordinary  and  exceptional.  But  the  Germans  in  their  eager- 
ness to  get  business  undertook  direct  relations  with  small,  even 
insignificant  firms  in  many  countries,  which  ought  not  to  rank  as 
importers  at  all  but  should  buy  their  requirements  from  larger 
local  houses.  Because  such  individual  transactions  have  been 
small,  scant  attention  has  been  paid  to  financial  risks  involved, 
little  if  any  enquiry  made  as  to  the  standing  or  even  the  char- 
acter of  the  customers,  and  what  we  regard  as  conservative,  pru- 
dent business  practices  discarded.  A  German  salesman  for  illus- 
trated post  cards  sold  $40  or  $50  worth  to  any  and  every  news- 
stand he  happened  across,  and  drew  a  draft  at  ninety  days  for 
his  payment.  Local  bankers  through  whom  such  a  draft  was 
passed  spent  hours  in  trying  to  locate  the  drawee  of  whom  they 
never  before  heard  as  a  ** business  house."  This  is  an  illustration 
from  actual  experience  in  small  towns  in  Cuba. 

It  is  talk  from  such  sources  which  of tenest  reaches  tourist  and 
other  non-commercial  critics  of  ours;  seldom  are  remarks  at  all 
similar  made  by  large  and  responsible  importers — ^the  kind  we 
Americans  want  as  our  customers.  It  goes  without  saying  that 
German,  British  or  any  other  relations  with  foreign  branches  of 
their  own  houses,  and  credits  locally  extended  by  the  latter,  have 
always  been  and  will  be  in  a  totally  different  category. 

Cash  Terms. — Our  American  "cash"  terms  are  by  no  means 
unusual  even  in  international  trade.  They  are  more  often  than 
not  demanded  even  by  our  European  competitors.  No  conserva- 
tive or  successful  business  house  in  any  country  will  grant  ex- 
tended credit  to  a  new  or  unknown  customer  in  any  land.  The 
extent  and  growth  of  facilities  must  always  depend  primarily  on 
the  creditors'  acquaintance  and  experience  with  his  debtors. 
Credits  and  general  business  relations  of  great  British  houses 
with  their  foreign  customers  may  depend  on  an  acquaintance  and 
trade  reaching  back  fifty  or  even  a  hundred  years.    These  are 
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extended  under  exceptional  conditions.  What  is  known  aa  the 
ninety  days'  sight  draft,  documents  for  acceptance,  may  be  re- 
garded as  the  general  principle  on  which  the  international  com- 
merce of  the  whole  world  is  founded.  What  those  terms  mean 
and  how  credit  may  thus  be  extended  to  thoroughly  desirable  and 
responsible  foreign  connections,  without  at  the  same  time  losing 
the  use  of  capital,  will  be  explained  when  we  reach  the  appropri* 
ate  chapter  in  this  book. 

It  is  the  German  trade  which  has  popularly  been  charged  with 
the  general  over  extension  of  credit  facilities  in  foreign  markets, 
yet  even  in  Germany  strictly  cash  terms  were  in  force  in  con- 
nection with  the  export  trade,  particularly  in  that  large  propor- 
tion of  Germany's  export  trade  which  was  not  done  direct  by 
manufacturers  but  was  handled  through  export  merchants  in 
Hamburg.  The  German  machinery  manufacturer  when  he  sold 
one  of  these  export  merchants  demanded  one-third  cash  with  or- 
der and  balance  upon  delivery  of  the  machinery.  Practically  all 
German  mining  and  agricultural  products  as  well  as  imports  re- 
sold for  export,  were  strictly  cash  lines  in  Germany. 

The  trade  of  Germany  with  the  United  States  was  practically 
a  cash  trade,  not  because  American  importers,  do  not  deserve 
credit  but  because  they  found  attractive  economies  in  paying 
cash.  When  German  shippers  extended  credit,  interest  was  al- 
ways charged  at  6  per  cent,  from  date  of  invoice,  while  the  prices 
at  which  export  goods  were  sold  and  invoiced  varied  materially 
according  to  the  risk  involved  and  the  credit  term  extended. 
Foreign  buyers  of  German  woolens  on  six  months*  credit  found 
they  could  obtain  10  per  cent,  discount  when  they  proposed  to 
pay  cash.  In  years  not  long  preceding  the  war,  German  manu- 
facturers met  with  some  very  severe  losses  in  extending  credits 
in  direct  business  relations  with  certain  markets  of  the  Par 
East  and  the  whole  system  of  long  term  credits  was  generally  con- 
demned by  bankers  as  well  as  by  public  opinion.* 

1  "Everywhere  in  Germany  voices  are  heard  against  the  undue  expan- 
Bion  of  long  term  credits  at  home  and  ahroad.  In  times  of  financial 
stringency,  such  as  prevailed  in  Germany  during  the  Morocco  controversy 
with  France,  the  result  of  looseness  in  credit  dealings  was  plainly  ap- 
parent. 

"The  English  attitude  on  the  subject  of  losing  occasional  orders  to  the 
G«niiAn  export  trade  where  the  latter  holds  out  better  credit  terms  is 
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So  far  as  British  shippers  are  concerned  it  will  be  found  that 
they  have  been  blamed  just  as  frequently  as  have  American  manu- 
facturers in  regard  to  their  attitude  toward  extending  credit 
accommodations  to  foreign  customers.'  American  manufacturers 
were  actually  held  up  as  a  model  to  British  manufacturers  in  the 
report  of  the  British  Commercial  Mission  to  Canada.  **Then 
there  is  the  matter  of  terms  of  credit.  American  firms  are  said 
in  particular  to  be  much  more  elastic  than  their  British  competi- 
tors in  regard  to  the  requirements  of  their  customers  and  to  do 
all  in  their  power  to  facilitate  matters  for  them. ' ' 

Pew  if  any  of  our  competing  European  manufacturers  can  af- 
ford to  carry  any  large  number  of  foreign  credit  risks,  to  tie  up 
capital  in  such  transactions  with  customers  indiscriminately. 
They,  like  American  manufacturers,  must  secure  cash  within  a 
reasonable  time  after  shipments  of  goods  or  they  cannot  continue 
in  business.  Credits  extended  by  export  merchants,  profession- 
ally and  solely  devoted  to  this  branch  of  commerce,  with  large 
capital  invested  for  the  single  and  express  purpose  of  taking  care 
of  credits,  or  through  intimate  alliance  with  foreign  bankers,  is  a 
form  of  business  totally  unlike  that  of  a  manufacturer's  export 
trade  relations,  whether  that  manufacturer  be  American,  British 
or  German. 

.  'Our  American  principle  of  quickly  and  frequently  turning 
over  capital  through  cash  returns,  for  which  large  discounts  are 
offered,  or  reasonably  short  credit  terms  and  prompt  collections, 
is  more  than  sound — it  is  enviable.  When  thirty  days,  or  sixty 
days,  is  the  normal  trade  limit  at  home  we  can  and  we  do  stretch 
it  to  ninety  days  in  the  export  trade,  and  rare  is  the  foreign  cus- 
tomer of  desirable  character  whom  that  term  will  not  satisfy. 
In  later  chapters  we  §hall  learn  how  three  months  and  double 
three  months  terms  are  easily  to  be  granted,  are  to-day  readily 
extended  by  experienced  exporters — ^but,  of  course,  customers  pay 
for  the  time  they  demand.  Meanwhile,  here  are  some  comments 
of  Americans  of  practical  experience  which  may  serve  to  support 
the  author's  contentions. 

worth  noting.  The  English  exporters  feel  that  longer  credit  is  a  poor 
selling  argument  and  most  likely  to  appeal  to  customers  whose  business 
is  less  desirable."  (Archibald  J.  Wolfe,  Report  on  Foreign  Credits,  De- 
partment of  Commerce.) 
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Credit  Delusions. — In  regard  to  credits,  James  A.  Farrell, 
President  of  the  United  States  Steel  Corporation  and  Chairman 
of  the  National  Foreign  Trade  Council,  has  said:  ^'A  delusion 
has  existed  that  the  trade  of  the  United  States  with  foreign  coun- 
tries is  carried  on  within  narrow  limits ;  that  we  will  not  extend 
credits,  and,  in  consequence,  a  large  volume  of  trade  goes  to 
Europe  which  would  come  here  were  we  to  grant  credits  of  six 
to  nine  months.  Where  there  is  a  substantial  basis  for  credit, 
American  manufacturers  will  not  be  found  lacking  in  devising 
means  to  grant  reasonable  and  proper  accommodation.  It  will 
be  invariably  found  that  where  extended  credits  are  given,  the 
seller  charges  an  increased  price  and  buyers  do  not  benefit  to  the 
extent  which  reasonably  prompt  payment  entitles  them  to/' 

Short  Term  Principle  Right.— T.  W.  Van,  speaking  at  the  St. 
Louis  Foreign  Trade  Convention,  stating  that  from  nothing  he 
has  worked  up  an  export  business  of  a  quarter  of  a  million  dollars 
for  the  Koken  Barber  Supply  Company,  said  on  the  subject  of 
credits:  **I  haven't  much  sympathy  with  the  theory  that  we 
have  got  to  copy  after  any  other  nation  in  regard  to  credits.  .  .  . 
I  will  admit  that  if  we  go  ahead  on  our  regular  American  system, 
if  we  establish  credits  of  the  kind  that  the  American  manu- 
facturer feels  necessary  for  him  to  work  under,  it  is  going  to 
take  longer  but  it  is  only  a  question  of  taking  a  little  longer  and 
having  it  right,  than  going  a  little  faster  and  having  it  wrong. 
I  know  that  in  our  business  we  have  not  had  to  do  it.  And, 
again,  I  will  say  that  our  line  was  a  luxury,  yet  we  insisted  on 
regular  credits  with  ninety  days  as  the  limit." ^ 

FOREIGN  BRANCH  BANKS 

Another  misapprehension  regarding  our  export  trade  and  its 
possibilities  which  is  all  too  general,  has  to  do  with  the  lack  here- 
tofore existing  of  branches  of  American  banks  in  foreign 
markets.  We  have  been  told  of  the  many  branches  of  British, 
German,  French,  Spanish,  Italian  and  other  European  banks,  al- 
though not  always  with  great  clearness  or  exactness;  we  have 
been  warned  that  these  bankers  discriminate  against  American 
shippers;  it  has  been  asserted  that  European  shippers  through 

lYet  in  the  industry  represented  by  this  speaker  extended  credits  are 
common  in  the  home  markets  of  this  as  of  other  countries. 
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such  foreign  branches  of  their  own  banks  enjoy  better  facilities 
than  have  we  in  regard  to  credit  information  about  customers 
and  in  regard  to  rates  of  exchange  and  extension  of  credits. 
Some  of  our  advisers  have  gone  so  far  as  to  declare  that  it  is  im- 
possible for  our  American  trade  **to  expand''  until  we  have  long 
chains  of  our  own  banks  abroad,  quite  forgetful  of  the  marvelous 
growth  of  American  export  trade  in  recent  years  in  the  face  of 
the  lack  of  these  facilities.  We  have  heard  tales  of  the  betrayal 
of  American  interest  by  branches  of  European  banks  in  South 
American  countries,  of  copies  of  American  invoices  sent  by  such 
banks  to  their  f athesland  f or  the  information  of  their  own  manu- 
facturer.   How  true  are  these  allegations? 

Credit  Beport  Facilities. — No  one  who  knows  will  deny  that 
there  are  actually  available  in  the  United  States  to  American 
manufacturers  more  credit  reports  on  the  standing  of  houses  in 
foreign  markets  than  are  available  to  the  manufacturers  of 
France,  Germany,  Great  Britain,  or  any  other  country.  Such  re- 
ports in  this  country  are  in  the  hands  of  commercial  reporting 
agencies,  of  many  associations  and  even  local  Chambers  of  Com- 
merce, are  supplied  to  its  advertising  clients  by  the  modern  ex- 
port trade  paper,  and  thousands  upon  thousands  of  them  have 
been  collected  by  international  bankers  having  headquarters  or 
branches  in  this  country. 

Xnvoices  and  Foreign  Bankers. — How  much  information  is 
likely  to  be  gathered  from  the  ordinary  manufacturer's  invoice 
as  it  passes  through  bankers'  hands  in  this  or  in  any  other  coun- 
try ?  It  may  be  possible  that  in  rare  instances  information  thus 
available  has  seemed  to  be  of  value  and  has  actually  been  trans- 
mitted to  our  competitors  in  Europe  by  branches  of  European 
banks  in  South  America.  Let  any  manufacturer,  however,  ask 
himself  of  what  value  even  an  exact  copy  of  his  ordinary  in- 
voice would  be  to  a  competitor  not  familiar  with  his  individual 
styles  or  numbers  or  qualities — that  is,  with  the  ordinary  descrip- 
tion of  his  goods  as  it  appears  on  an  invoice  without  reference  to 
catalogue  or  sample  collection.  In  any  event,  it  is  most  seriously 
to  be  doubted  if  the  mere  fact  that  such-and-such  an  American 
manufacturer  is  doing  business  with  Messrs.  So-and-So  in  a  cer- 
tain market  is  of  vital  importance  to  the  manufacturer's  com- 
petitor abroad,  or  could  not  be  learned  equally  as  well,  and  with 
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a  mass  of  far  more  interesting  and  intimate  detail  (including 
samples  of  the  actual  goods),  from  the  local  agents  of  these 
competing  manufacturers  as  from  the  foreign  bankers  said  to  be 
addicted  to  ** betraying"  American  interests.  A  competing  na- 
tion might  be  interested  in  learning  prices  at  which  American 
rapid-fire  field  guns  or  cartridges  are  supplied  to  the  Brazilian 
Government.  But  would  invoices  of  padlocks  or  shoes  interest 
the  manufacturers  of  another  country? 

Banking  Facilities. — American  shippers  have  always  enjoyed 
equally  as  many  and  as  good  facilities  for  disposing  of  their 
ordinary  foreign  drafts  in  the  New  York  market  as  European 
shippers  have  enjoyed  in  their  local  markets.  Foreign  exchange 
bankers  in  New  York  have  always  been  willing  to  take  any  prof- 
fered quantity  of  bills  on  any  market  of  the  world,  when  offered 
by  responsible  manufacturers  or  exporters,  and  have  taken  them 
at  entirely  satisfactory  rates  of  exchange.  It  is  true,  however, 
that  in  very  large  shipments,  say  shipments  of  $10,000,  $50,000, 
$100,000  at  a  time,  better  financial  facilities  have  been  available 
abroad,  have  indeed  actually  been  secured  abroad  by  American 
exporters,  than  were  available  in  New  York.  This  has  been  due 
to  the  lower  rates  of  interest  prevailing  in  Europe  and  to  the 
existence,  especially  in  London,  of  a  discount  market  which, 
hitherto,  has  been  an  absolutely  unknown  quantity  in  our  own 
country.  Ordinary  shippers,  those  whose  foreign  orders  amount 
to  $1,000  to  $2,000  or  something  of  that  sort,  have  been 
unaffected  by  such  conditions  and  probably  will  continue  un- 
affected, even  should  there  develop  in  New  York  the  discount 
market  which  it  is  hoped  may  grow  up  with  financial  develop- 
ments under  the  Federal  Reserve  Act.  Such  a  discount  market 
will  be  highly  desirable  from,  many  points  of  view,  but  its  opera- 
tions will  probably  for  some  time  be  chiefly  of  interest  and  value 
as  affecting  transactions  involving  large  amounts  of  money. 

''Dollar  Exchange." — Our  ambition  to  see  more  branches  of 
American  banks  established  in  foreign  commercial  centers  is  a 
laudable  one  from  every  point  of  view.  Our  trade,  however,  has 
not  suffered  from  the  lack  of  such  branches.  Moreover,  while 
New  York  will  certainly  take  its  place  as  one  of  the  great  inter- 
national exchange  centers  of  th6  world,  yet  it  will  never  entirely 
supplant  |jondon^  nor  is  it  likely  that  ''dollar  exchange"  will 
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ever  wholly  replace  sterling  exchange.  That  result  is  neither  to 
be  sought  nor  hoped  for.  London  will  continue  a  great,  if  not 
the  greatest,  commercial  and  financial  center.  Sterling  cur- 
rency is  too  well  known  and  recognized  the  world  over.  The 
Germans  themselves,  in  spite  of  their  foreign  banks  and  their 
own  hope  to  carry  on  international  operations  so  far  as  possible 
in  marks  instead  of  pounds  sterling,  found  themselves  obliged  to 
continue  the  use  of  sterling  denominations  in  their  dealings  with 
Australia,  South  Africa,  China,  Japan,  the  British  and  Portu- 
guese Colonies  in  Africa  and  to  a  large  extent  in  Central  and 
South  America,  the  greater  part  of  such  German  export  business 
being  cleared  through  London,  where  all  German  banks  were 
forced  to  maintain  branches.  In  Egypt,  Turkey  and  generally 
throughout  the  Mediterranean,  the  Germans  employed  French 
currency.  Our  own  ambition  should  not  be  to  impose  dollar  ex- 
changes, or  the  dollar  symbol,  but  to  utilize  that  form  of  ex- 
change which  is  cheapest  or  otherwise  thought  most  desirable 
by  our  customers  in  different  markets. 

Oerman  Oversea  Banks. — English  foreign  banks  used  to  main- 
tain agencies  in  Hamburg  while  Colonial  and  other  oversea  banks 
were  represented  in  that  city  through  arrangements  with  local 
banks.  Thus,  German  exporters  used  English  bank  agencies  as 
well  as  the  facilities  offered  by  the  banks  of  their  own  nationality. 

A.  J.  Wolfe  in  his  report  to  the  Department  of  Commerce  on 
Foreign  Credits,  prior  to  the  European  War,  wrote  as  follows: 
"The  establishment  of  a  network  of  German  banks  oversea  has 
saved  to  Germany  a  considerable  portion  of  the  tribute  formerly 
paid  to  England  in  the  negotiation  of  foreign  bills.  London, 
however,  is  still  the  leading  center  of  financial  exchange,  and  in 
dealing  with  countries  like  South  Africa  and  Australia,  Germany 
still  must  look  to  London  for  mediation.  German  bankers  are 
compelled  to  maintain  banking  connections  and  branches  in  that 
all  important  financial  center. 

"In  certain  countries  they  have  no  banks  of  their  own  and 
some  of  their  competitors  are  provided  with  such  banks.  Never- 
theless the  Germans  are  doing  a  tremendous  business  there.  In 
Russia,  French  banks  maintain  branches  and  Germans  have  no 
banks  of  their  own.  Nevertheless,  they  are  far  from  being  ham- 
pered by  such  a  lack. 
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''German  banks  were  not  created  originally  so  much  as  a 
means  for  better  credit  facilities  oversea  as  with  the  object  of 
participating  in  the  financial  activities  of  the  countries  within 
their  territory. " 

Referring  to  the  popular  impression  that  Germany  had  estab- 
lished and  operated  a  great  many  foreign  branches  of  German 
banks,  the  late  Charles  A.  Conant,  one  of  the  foremost  American 
authorities  and  authors  on  financial  problems,  wrote  (1914) : 
**But  even  these  strenuous  and  unremitting  efforts  had  only 
raised  the  number  of  German  foreign  and  colonial  banks  three 
years  ago  to  thirteen,  according  to  the  eminent  German  scholar, 
Dr.  Riesser,  with  an  aggregate  capital  of  100,000,000  marks  and 
with  70  branches  as  compared  in  England  with  32  colonial  banks 
with  head  offices  in  London,  with  2,104  offices  outside  of  England, 
and  18  foreign  banks  with  175  offices." 

Ohances  for  American  Banks  Abroad. — There  have  been  many 
opinions  as  to  the  chances  of  branches  of  American  banks  abroad 
to  become  profitable  or  even  self-supporting  institutions.  Under 
date  of  May  27,  1914,  at  the  first  National  Foreign  Trade  Con- 
vention held  in  Washington,  John  E.  Gardin,  then  Vice  Presi- 
dent of  the  National  City  Bank  of  New  York,  speaking  of  the 
business  of  American  banks  in  foreign  countries,  was  officially 
reported  as  making  the  following  observation:  **This  is  a  mat- 
ter which  will  have  to  be  given  attention  sooner  or  later,  but  at 
the  present  time  the  new  law  has  not  been  sufficiently  worked  out 
to  permit  American  capitalists  to  see  clearly  how  to  establish 
American  banks  abroad.  It  is  feared  that  they  will  be  a  losing 
factor  and  I  think  that  this  fear  seems  to  have  a  foundation  in 
fact."  Yet  within  three  weeks  of  this  declaration  the  bank  with 
which  the  speaker  was  connected  announced  its  intention  to  open 
branches  in  Brazil  and  the  Argentine  Republic.  Clearly  other 
considerations  than  possible  profits  or  losses  through  operations  in 
exchange  influenced  this  institution.  These  may  have  included, 
perhaps,  the  development  of  an  investment  market  in  the  United 
States  for  Latin  American  securities,  possibly  local  loans  of  pub- 
lic or  industrial  character,  all  directly  or  indirectly  likely  to  bene- 
fit our  commerce.  Our  stupendous  war  exports  inspired  or  at 
least  hastened  the  establishment  of  many  other  branches  of 
American  banks  in  various  countries.    The  more  we  have  the 
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better,  even  though  the  theory  and  spirit  back  of  them  are  as  yet 
totally  different  from  those  which  actuated  the  founding  of  the 
great  British  oversea  banks. 

Absence  of  Foreign  Banks  no  Handicap.— Practically  all 
competent  judges,  that  is,  men  of  considerable  experience  in  the 
export  trade,  agree  in  declaring  that  the  popular  or  newspaper 
statement  of  this  obstacle  in  the  path  of  the  extension  of  Ameri- 
can foreign  trade  is  unfounded.  Thus,  President  Alba  B.  John- 
son, of  the  Baldwin  Locomotive  Works,  in  a  carefully  written 
paper  presented  to  the  first  National  Foreign  Trade  Convention, 
observed:  *'We  hear  much  of  the  need  of  American  banks  for 
extending  foreign  trade.  It  is  not  true  that  there  is  any  diffi- 
culty whatever  at  present  in  carrying  out  all  the  banking  opera- 
tions necessary  for  making  remittances,  establishing  credits,  etc., 
between  New  York  and  Central  and  South  American  countries. 
The  existing  banks  having  their  head  offices  in  London  and  their 
branches  in  New  York,  and  in  all  the  commercial  centers  of  Cen- 
tral and  South  America,  furnish  every  necessary  facility  for 
making  collections  and  remittances.  .  .  .  The  real  need  of  Amer- 
ican banks  abroad  is  to  furnish  experienced  representatives  of 
American  financial  interests,  capable  of  seeing  profitable  oppor- 
tunities for  the  investment  of  American  capital  and  held  in  such 
confidence  by  American  investors  that  when  opportunities  for 
profitable  investment  are  presented  they  will  be  taken  advantage 
of .  .  .  .  No  bank  can  exist  on  the  business  of  merely  making  col- 
lections. Banks  must  depend  for  their  profits  upon  using  the  de- 
posits of  the  community  in  which  they  are  situated.'' 

Howard  Ayres,  when  secretary  of  the  old  China  &  Japan  Trad- 
ing Company,  New  York,  which  was  one  of  the  prominent  and 
one  of  the  older  export  and  import  houses  of  the  United  States, 
writing  in  the  Journal  of  Commerce  declared :  '*  A  favorite  theme, 
especially  with  those  directly  interested  in  that  instrument  of 
trade  and  those  carried  away  by  the  exuberance  of  patriotism,  is 
the  American  bank,  the  need  of  it  in  foreign  countries,  and  the 
difficulty  of  trading  without  it.  It  will  be  a  good  thing,  of  course, 
for  all  business  men  to  have  more  bankers  seeking  commercial 
bills,  but  there  will  be  no  peculiar  advantage  to  any  one  to  have 
the  new  bankers  and  their  funds  of  even  nominal  origin  within 
the  United  States,    There  has  not  been  at  any  time  until  th^ 
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present  any  lack  of  banking  capital  for  doing  export  or  import 
business  with  any  country  under  the  sun,  and  all  the  facilities 
of  existing  institutions  have  been,  and  will  be  again,  extended 
without  discrimination  as  to  nationality  to  all  business  men  in 
every  country  to  the  extent  of  their  credit." 

Foreign  Loans. — A  general  misunderstanding  is  prevalent  re- 
garding the  finance  required  by  some  foreign  countries,  par- 
ticularly the  republics  of  Latin  America.  Credits  required  by 
such  countries  are  not  merchandise  credits.  They  consist  of 
bond  issues  to  which  the  public  of  one  country  or  another,  where 
such  securities  are  oflPered,  is  invited  to  subscribe.  The  late 
Willard  Straight,  of  the  American  International  Corporation,  at 
one  time  connected  with  Messrs.  J.  P.  Morgan  &  Co.,  com- 
pared the  purchaser  on  credits  of  sixty  or  ninety  days,  or  per- 
haps six  months,  credits  carried  by  the  merchant  and  in  turn  by 
the  merchant's  bankers,  with  the  purchaser  who  desires  credit  for 
a  period  of  from  five  to  sixty  years.  ' '  It  is  no  longer  an  ordinary 
banking  transaction;  it  becomes  necessary  for  him  to  obtain 
funds  by  the  sale,  on  the  market,  of  stocks  or  bonds  rather  than  - 
by  discounting  commercial  paper.  In  other  words,  the  pur- 
chaser, instead  of  obtaining  credit  from  the  merchant,  the 
manufacturer  or  the  banker,  through  the  banker  as  his  agent, 
borrows  from  the  investing  public.  Most  of  the  countries  which 
are  now  rapidly  developing  their  resources  and  which  cannot 
themselves  finance  such  development,  must  secure  money  in  this 
way.  If  we  expect  to  realize  the  full  possibilities  of  our  export 
trade,  we  must,  by  our  readiness  to  purchase  foreign  bond  issues, 
be  able  to  extend  to  foreign  purchasers  the  accommodation 
which  they  now  obtain  in  the  markets  of  our  competitors." 

Foreign  Private  Company  Shares. — But  the  foreign  and 
especially  the  Latin  American  securities  that  have  been  floated 
by  banking  interests  among  European  investors  are  by  no  means 
all  of  them  in  the  nature  of  Government  bonds.  Possibly  far 
greater  effective  commercial  influence  has  been  exercised  by  the 
investments  of  European  capital  in  private,  industrial  or  rail- 
way companies  in  foreign  countries.  These,  it  is  clear,  are  en- 
tirely different  propositions  from  the  Government  or  Municipal 
securities  which  up  to  the  present,  at  any  rate,  have  beeo  thQ30 
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almost  exclusively  referred  to  when  this  topic  has  been  on  the 
carpet  for  discussion. 

Referring  to  the  fact  that  the  United  States  was  until  recently 
a  borrowing  nation,  Mr.  Straight,  speaking  before  the  outbreak 
of  war,  explained  how  we  may  even  in  such  condition  still  have 
funds  to  invest  in  foreign  securities.  **You  know  that  a  mer- 
chant is  continually  borrowing  from  his  bank  to  carry  on  his 
business.  Each  year  he  lays  aside  a  certain  amount  of  his  own 
savings  which  he  invests  as  he  sees  fit — sometimes  in  his  busi- 
ness, but  many  times  in  something  else.  The  United  States 
and  Germany  are  in  very  much  the  same  position.  The  Ger- 
man manufacturers  are  continually  getting  accommodation  in 
London,  but  their  savings  they  often  invest  in  loans  handled  by 
German  banks,  which  are  beneficial  to  German  industry.  I 
don't  see  why  we  cannot  do  the  same  thing.  We  are  still  a 
borrowing  nation  but  our  credit  is  good.  We  can  get  money 
in  Europe  for  our  railway  development  and  for  the  development 
of  this  country  and  our  industry.  Of  course,  utilize  our  money 
for  this  purpose ;  but  there  is  always  a  certain  surplus  which 
could  come  back  into  the  development  of  our  own  industry  by 
financing  these  foreign  loans." 

AMEBIOAN  SHIPS 

For  thirty  or  forty  years  the  American  public  has  been  per- 
sistently and  continuously  urged  '*to  do  something*'  for  the 
merchant  marine  of  the  United  States.  Frequently  it  has  been 
asserted  that  the  lack  of  American  ships  to  carry  American 
goods  abroad  has  been  a  serious  handicap  to  the  expansion  of 
our  foreign  commerce,  and  speakers  sometimes  have  even  cried 
that  it  was  impossible  for  our  export  trade  *'to  grow"  unless  we 
had  ships  under  our  own  flag.  Such  speakers  may  respectfully 
be  referred  to  the  astounding  figures  of  the  actual  growth  of 
our  export  trade  during  the  fifteen  years  of  *' normal"  trade 
preceding  the  war.  Their  impassioned  appeals  on  this  score 
may,  therefore,  be  dismissed  for  what  they  are  worth. 

There  have  even  been  some  enthusiasts  found  to  repeat  what 
they  have  never  attempted  to  prove,  that  foreign  shipowners  dis- 
criiliinate  against  Americf^  shippers  in  freight  rates.    Twenty 


Digitized  by 


Googk 


50  PRACTICAL  EXPORTING 

years  ago  the  extraordinary  claim  was  first  made  that  we  pay 
millions  of  dollars  a  year  to  European  shipowners  in  freights  on 
American  goods  which  we  ought  to  keep  in  this  country,  through 
paying  these  colossal  sums  to  American  ships. 

Oomplaints  not  Justified. — Not  one  of  these  statements  is  jus- 
tified, their  popular  currency  and  constant  reiteration  from  the 
platform  and  in  the  press  to  the  contrary  notwithstanding. 
Large  and  experienced  shippers  are  practically  a  unit  in  con- 
demning them  as  largely  the  vaporings  of  theorists.^  Criticism 
on  the  part  of  actual  shippers  almost  invariably  comes  from 
those  of  slight  experience  and  proves  on  investigation  to  be 
based  on  lack  of  knowledge  or  misapprehension  of  facts.  Most 
of  it  is  aimed  at  our  communications  with  South  America,  pos- 
sibly because  so  many  writers  apparently  forget  that  we  have 
any  export  trade  with  other  parts  of  the  world. 

1  "We  hear  much  of  the  need  of  American  steamship  lines.  Of  course 
there  would  be  an  economic  advantage  to  us  as  a  nation  in  expending  at 
home  the  sums  paid  to  Europe  for  sea  transportation,  but  I  regard  this, 
from  the  shipper's  standpoint,  as  comparatively  unimportant  and  senti- 
mental. It  is  a  fact  that  the  American  steamship  lines  operating  Amer- 
ican and  foreign  ships  to  West  Ck)a8t  ports,  and  the  foreign  steamship 
lines  operating  to  East  Coast  ports  (i.e.,  of  South  America),  furnish  by 
weekly  sailings  all  the  facilities  at  present  necessary  for  the  trade,  and 
under  the  ordinary  laws  of  supply  and  demand,  such  facilities  will  be 
increased  as  the  business  increases.  Whilst  I  have  heard  of  cases  of  dis- 
crimination against  American  shippers  by  the  European  steamship  lines, 
so  far  as  my  own  experience  goes,  I  have  been  satisfied  that  the  freight 
rates  charged  to  American  shippers  are  as  favorable  in  general  as  those 
charged  to  European  shippers  of  similar  commodities.  The  need  of  Amer- 
ican steamship  lines  does  not,  therefore,  stand  in  the  way  of  the  exten- 
sion of  American  trade.  The  American  flag  has  been  banished  from  the 
seas  by  unwise  regulation  of  American  ships."  (Alba  B.  Johnson,  Presi- 
dent, Baldwin  Locomotive  Works.) 

"In  our  shipping  regulations  we  have  attempted  to  coerce  economic 
laws  with  the  result  of  driving  our  ships  off  the  high  seas,  and  our  states- 
men have  no  remedy  to  suggest  except  new  laws  of  the  same  general  ef- 
fect. Should  we  put  our  shipowners  on  an  equality  with  those  of  other 
nations,  and  let  them  alone,  the  flag  will  quickly  reappear.  Meanwhile, 
shippers  of  goods  have  had  abundant  freight  room  for  any  part  of  the 
world  and  have  suffered  no  hardship  whatever  from  having  to  use  foreign 
vessels.  The  payment  of  freight  money  to  foreign  shipowners  is  not  a 
tribute,  as  the  more  violent  assert,  but  an  item  of  ultimate  cost  that  is 
recovered  in  every  instance  from  the  buyers  in  foreign  markets,  to  whom- 
soever paid.  That  its  payment  to  shipowners  here  might  be  desirable  is 
an  incidental  feature  only."  (Howard  Ayres,  Secretary  China- Japan  Trad- 
ing Co.,  in  New  York  Journal  of  Commerce.) 


Digitized  by 


Google 


SOME  MISTAKEN  IMPRESSIONS  51 

However  little  justification  there  may  have  been  in  the  past 
for  complaints  of  a  lack  of  American  ships  in  which  to  transport 
American  goods  to  foreign  markets,  certainly  in  the  future  the 
solution  of  the  problem  will  lie  entirely  in  the  hands  of  the 
American  people.  It  seems  certain  that  with  the  return  of 
peace  to  the  world  the  United  States  will  be  the  owners  of  a 
great  fleet  of  merchant  vessels.  Whether  they  shall  be  operated 
by  the  Government,  or  be  sold  or  chartered  by  it  to  private  in- 
terests, it  will  almost  surely  develop  that  one  of  two  courses  will 
have  to  be  adopted  to  enable  these  American  merchant  vessels 
to  compete  with  ships  of  other  nations  in  the  carrying  trade  not 
only  of  our  own  country  but  of  the  world:  subsidies,  or  assist- 
ance in  one  shape  or  another,  must  be  granted,  or  obnoxious 
shipping  laws  must  be  repealed  or  so  modified  as  to  enable  our 
vessels  to  be  operated  on  an  equal  basis  of  costs  with  vessels  fly- 
ing foreign  flags.  Enterprise  among  American  shipping  agents 
has  never  been  dead.  Their  patriotism  is  equal  to  any  ordinary 
strain,  but  it  never  did  and  never  will  extend  to  the  point  of 
operating  vessels  under  the  American  flag  at  a  loss  to  themselves 
when  they  might  operate  vessels  registered  in  other  countries  at 
a  profit.  When  the  people  of  the  United  States,  particularly 
manufacturers  and  merchants  engaged  in  the  overseas  trade, 
wake  up  to  the  fact  that  like  any  other  business  the  shipping 
business  must  be  profitable  if  it  is  to  live,  and  when  the  Congress 
similarly  recognizes  cold  business  facts,  then,  and  not  until  then, 
will  our  American  merchant  marine  become  a  notable  and  perma- 
nent acquisition  to  our  resources. 

Freight  Tribute  to  Foreign  Ships. — Our  friends  who  work 
over-time  the  old  cry  of  an  American  tribute  to  foreign  ship- 
owners of  scores  of  millions  of  dollars  every  year  in  the  freight 
paid  on  American  goods  shipped  to  the  four  quarters  of  the 
globe,  seem  not  to  understand  the  entirely  obvious  fact  that  it  is 
never  the  shipper  who  pays  the  freight.  Our  customers  pay  it, 
and  if  we  had  10,000  big  American  steamers  ^  these  foreign  cus- 

1  According  to  P.  A.  S.  Franklin,  President  of  the  International  Mercan- 
tile Marine  Company,  writing  before  submarine  piracy  was  dreamed  of, 
"The  oversea,  commerce  of  the  world  is  conducted  by  over  25,000  steam- 
ers having  a  gross  tonnage  of  43,954,000  tons,  which  are  owned  by  approxi- 
mately 4,200  different  firms  and  companies.  Of  this  great  body  of  ton- 
nage only   about  1,555   steamers,   owned  by  approximately   108  different 
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tomers  of  American  manufacturers  might  still  prefer  to  give 
us  positive  instructions  to  ship  by  foreign,  not  by  American 
boats.  We  should  be  bound  by  the  instructions  of  our  cus- 
tomers and  their  patriotic  impulses  might  influence  them,  just 
as  some  people  seem  to  expect  ours  would  influence  us.  In  any 
case,  they,  our  customers,  pay  freights  on  American  goods — we 
do  not  pay  them.  The  routes  which  goods  are  to  take  will,  how- 
ever, never  be  influenced  by  purely  patriotic  feelings.  It  will 
always  be  a  question  of  freight  rates,  or  of  general  ex- 
pediency, which  will  govern  buyers  of  American  goods,  in  giving 
shipping  instructions  to  American  exporters.  In  this  regard 
it  may,  to  say  the  least,  be  entirely  doubtful  if  ships  under  the 
American  flag  will  be  able  to  offer  lower  rates  of  freight  than 
can  foreign  vessels. 

No  Discrimination  Against  American  Shipments.— So  far  as 
discrimination  in  rates  against  American  shippers  is  concerned, 
it  may  be  pointed  out  that  the  self-confessed  and  advertised 
purpose  of  steamship  conferences  was  to  equalize  rates,  to  make 
rates  on  similar  goods  to  the  same  destinations  the  same,  whether 
quoted  in  New  York,  in  Liverpool  or  in  Hamburg.^  Americans 
are  not  by  any  means  the  only  ones  who  complain  of  discrimina- 
tion. For  example,  the  Manchester  (England)  Association  of 
Importers  and  Exporters  made  repeated  complaints  to  the  Brit- 
ish Board  of  Trade  and  to  British  shipowners  claiming  that 
lower  rates  of  sea  freights  have  been  charged  from  Continental 
ports  than  from  British  ports,  and  it  has  objected  to  what  seems 
to  be  a  handicap  to  British  trade  in  the  fact  that  machinery 
shipped  from  New  York  to  Rangoon,  via  Liverpool,  is  carried 
on  the  through  journey  at  precisely  the  same  rate  of  freight  as 
English  shippers  have  to  pay  from  Liverpool  to  Rangoon.    The 

companies,  are  engaged  in  regular  line  service  in  the  oversea  trades.  The 
remainder  consists  of  the  great  mass  of-  free  tramp  tonnage,  operating  en- 
tirely under  the  law  of  supply  and  demand  and  regulating  the  ocean  freight 
rates  for  everybody  by  the  charges  which  they  fix  for  the  transportation 
of  the  great  mass  of  the  world's  staple  products." 

iFor  a  full  examination  of  the  problem  of  shipping  rings,  or  ''confer- 
ences," the  reader  is  referred  to  the  Proceedings  and  Report  of  the  Com- 
mittee of  the  House  of  Representatives  on  the  Merchant  Marine  and  Fish- 
eries engaged  in  the  investigation  of  shipping  combinations,  4  volumes, 
Washington,  1913-14. 
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equalization  of  freight  rates  by  the  steamship  conferences  thus 
works  to  American  advantage  in  some  cases,  although  it  un- 
doubtedly works  to  our  disadvantage  in  others.  There  is,  how- 
ever, absolutely  no  basis  for  any  claim  of  discrimination  against 
us  on  the  part  of  shipowners  of  any  nationality.  Merchant  ships 
in  times  of  peace  are  not  and  should  not  be  owned  by  Govern- 
ments. They  are  operated  by  private  companies  for  the  ex- 
press and  sole  purpose  of  returning  dividends  on  the  capital  in- 
vested. Shipowners  of  any  nationality  are  not  on  this  account 
alone  likely  to  take  any  measures  regarded  as  apt  to  restrict 
American  patronage  and  trade.  Few  definite  assertions  that 
discrimination  has  existed  stand  close  analysis  and  investiga- 
tion. Most  of  them  are  advanced  in  ignorance  or  mistake  as  to 
facts.  Moreover,  critics  who  emphasize  '* discrimination"  sel- 
dom attempt  to  adduce  specific  examples  of  proof. 

OOMBINATIONS  TO  GET  EXPORT  TRADE 

Prompted  by  a  desire  to  secure  modifications,  as  applying  to 
the  export  trade,  of  certain  provisions  of  United  States  laws  of 
doubtful  interpretation  in  that  regard,  there  developed  a  very 
earnest  agitation  to  gain  legal  authority  or  permission  to  make 
combinations  for  export  trade,  whatever  restrictions  the  Sher- 
man Act  or  other  laws  may  impose  on  business  within  our  own 
boundaries.  Bound  up  in  the  arguments  advanced  there  has 
been  manifested  and  widely  advertised  a  good  deal  of  entirely 
gratuitous  sympathy  for  the  '* small"  manufacturer  who  wants 
to  enlarge  his  business  by  adding  an  export  trade.  That  sympa- 
thy is  entirely  misplaced ;  the  small  manufacturer  does  not  re- 
quire or  demand  it,  but  so  far  as  can  be  observed  has  been  get- 
ting along  pretty  well  and  doing  nicely  all  by  himself.  Presi- 
dent Wilson  in  addressing  the  Chamber  of  Commerce  of  the 
United  States  in  February,  1915,  said  that  it  had  ''many  times" 
been  brought  to  his  attention  that  "our  anti- trust  laws  are 
thought  by  some  to  make  it  illegal  for  merchants  in  the 
United  States  to  form  combinations  for  the  purpose  of  strength- 
ening themselves  in  taking  advantage  of  the  opportunities  of 
foreign  trade."  And  he  went  on  to  refer  to  great  corporations 
with  abundant  resources  and  the  consequent  facilities  they  en- 
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joyed  in  foreign  markets  ''which  the  smaller  man  cannot  af- 
ford/' This  has  been  a  feature  of  discussions  at  several  ex- 
port conventions. 

It  is  contended  that  the  intent  of  laws  designed  to  prohibit 
combinations  in  restraint  of  trade,  or  to  fix  prices,  ought  not  to 
be  construed  as  forbidding  combination  efforts  to  promote  and 
develop  trade  in  other  countries.  Legal  certainty  was  sought  on 
this  point.  We  are  reminded  that  when  business  leaps  the 
boundaries  of  our  country  it  immediately  encounters  the  compe- 
tition of  foreign  business  unhampered  by  laws  in  any  degree 
analogous  to  ours.  But,  advantageous  as  they  may  seem  and 
be  to  many  manufacturers  or  shippers  of  staples  or  rough  goods, 
it  seems  doubtful,  to  say  the  least,  if  combinations  or  the  right 
to  enter  combinations  will  be  welcomed,  if  indeed  regarded 
as  desirable,  by  ordinary  makers  of  specialities  and  patented 
articles,  which  are  the  products  of  by  far  the  greater  number  of 
American  concerns  interested  or  likely  to  become  interested  in 
our  export  trade. 

Who  Would  Benefit  from  Combinations?— Franklin  John- 
ston, publisher  of  the  American  Exporter,  considered  the  ques- 
tion in  an  address  at  the  meeting  of  the  American  Academy  of 
Political  Science  in  May,  1915,  in  which  he  said : 

**The  right  to  combine  to  fix  prices  for  export  trade  is  a 
matter  which  does  not  interest  the  average  manufacturer  of 
articles  of  a  highly  specialized  nature  such  as  engines,  machin- 
ery, typewriters,  shoes,  sewing  machines,  haberdashery,  auto- 
mobiles, bicycles  and  scores  of  other  lines.  To  such  trades 
*  anti-trust'  laws  seldom  apply,  and  the  advantages  to  be  derived 
from  joint  export  organizations  hardly  outweigh  the  diflSculties 
to  be  overcome  in  forming  them.  In  such  lines  intelligent  in- 
dividual effort  will  usually  accomplish  better  and  quicker  re- 
sults than  cooperative  ones. 

''Inadvertently,  much  of  the  discussion  on  this  topic  has  given 
an  entirely  erroneous  impression  as  to  the  difficulties  'small' 
manufacturers  have  to  contend  with  in  establishing  an  export 
business.  Small  manufacturers,  except  in  certain  lines,  have 
never  felt  the  need  of  combining  to  fix  prices  or  establish  joint 
selling  agencies,  and  it  would  not  be  profitable  for  them  to  do  so. 
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Nor  are  they  faced  with  any  difiSculties  which  involve  large 
expenditures  of  money. 

*'That,  however,  joint  selling  agencies  for  export,  or,  indeed, 
export  Spools,'  would  have  economic  advantages  in  staple  lines, 
such  as  steel,  nails,  copper,  cement,  cheap  paper,  cotton  piece- 
goods,  cordage,  etc.,  can  hardly  be  denied. 

''The  national  advantages  of  combinations  in  export  trade 
would  be  derived  through  the  added  strength  given  large  Ameri- 
can corporations  in  competing  with  similar  foreign  units  abroad, 
and  not  because  industries  in  which  'trusts'  are  not  typical  re- 
quire, or  would  take  advantage  of,  permission  to  combine.  The 
subject  has,  therefore,  an  academic  interest  only,  for  the  aver- 
age manufacturer  of  specialties.^ 

"Moreover,  while  in  certain  trades  one  or  two  manufacturers 
have  their  own  foreign  branches,  their  competitors  also  do  a 
large  export  business.  For  instance,  one  American  typewriter 
company  has  its  own  retail  branch  in  Buenos  Aires.  Other 
American  typewriters  are  equally  as  well  known  in  the  Argen- 
tine market,  although  their  distribution  is  done  by  local  dealers. 
A  famous  sewing  machine  company  has  its  own  retail* branches 
not  only  in  Buenos  Aires,  but,  seemingly,  in  every  town  of  even 
plight  importance  throughout  Latin  America.  Yet,  other 
American  sewing  machine  companies  do  a  large  business  in  the 
same  markets." 

Small  Hannfacturers  as  Exporters. — As  bearing  on  the  pos- 
sibility of  the  "small"  manufacturer's  ability  to  get  and  to 
build  up  a  profitable  export  trade,  figures  compiled  by  the  pub- 
lishers of  the  American  Exporter  in  May,  1915,  are  of  interest. 
Out  of  approximately  600  advertisers  in  the  paper  in  question, 
whose  ratings  were  taken  from  one  of  the  standard  commercial 
agency  books,  it  was  found  that  112  are  rated  at  $1,000,000  or 
over,  226  are  rated  as  having  from  $100,000  to  $500,000,  161 

iThis  point  of  view  was  adopted  by  a  representative  of  our  large  busi- 
ness interests,  J.  Ogden  Armour,  of  Armour  &  Company,  Chicago,  in  an 
address  arguing  for  "Syndicate  Export  Marketing"  delivered  before  the 
Federal  Trade  Commission  at  its  sessions  in  Chicago,  midsummer  1915. 
"The  method  might  not  work  to  advantage  on  advertised  trade  mark  goods 
or  where  large  selling  organizations  have  already  developed  an  efficient 
distribution  for  their  output.  Each  industry  would  have  its  own  prob- 
lems." 
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were  rated  at  from  $20,000  to  $75,000,  while  99  were  rated  at 
$10,000  and  less.  The  latter  category  included  a  number  not 
rated  by  the  agency  in  question — a  blank  rating,  of  course,  not 
always  indicating  lack  of  capital,  and  in  this  instance  the  class 
now  in  question  included  a  large  number  who  have  been  adver- 
tising for  foreign  trade  for  many  years  and  who  meet  their  ad- 
vertising bills,  at  least,  with  satisfactory  promptness.  We  thus 
have  a  total  of  338  advertisers  in  the  American  Exporter  who 
may  be  called  large  companies,  that  is,  with  capital  ratings 
ranging  from  $100,000  up  to  $1,000,000  or  more.  Contrasted 
with  which  we  find  260  concerns  which  may  perhaps  be  classed 
as  small,  being  rated  at  from  $75,000  down  to  $1,000  or  ** blank.'' 
A  little  more  than  one-half  of  these  concerns  which  manifest 
their  desire  to  do  foreign  business  by  advertising  for  it  are  thus 
found  to  be  '* large,*'  and  a  little  less  than  half  of  these  Ameri- 
can manufacturers  who  are  thus  developing  export  business  are 
'^  small.'' 

Comparatiye  Export  Success  of  "Small"  BSanufacturers. — 
Even  a  cursory  examination  of  the  official  statistics  of  American 
export  trade  is  sufficient  to  demonstrate  the  important  position 
in  that  trade  of  that  class  of  manufacturers  that  may  be  called 
'* small."  Look  over  the  figures  for  the  fiscal  year  ending  June 
30,  1914,  before  war  requirements  affected  the  character  of  our 
exports.  Beginning  near  the  top  of  the  list  we  may  consider 
our  exports  of  ** Agricultural  Implements."  Shipments  of 
''mowers  and  reapers"  amounting  to  over  $18,000,000  in  1914 
are  to  be  credited  to  one  great  company  and  three  or  four  com- 
petitors who  may  also  be  called  'Marge"  manufacturers.  But 
there  were  also  exported  in  1914  nearly  as  large  a  value  (about 
$16,000,000)  of  other  agricultural  implements  which  were  the 
products  of  concerns  comparatively  to  be  called  "small" — 
makers  of  plows  and  cultivators,  planters  and  seeders,  incu- 
bators, windmills,  hay  rakes  and  tedders,  threshers,  wheelbar- 
rows and  cream  separators. 

Steel  rails  ($10,000,000  worth  of  them  were  exported  in  1914) 
are  made  and  shipped  by  big  companies.  Products  worth  twice 
as  much  money  were  exported  in  1914  by  small  manufacturers 
of  locks,  hinges,  axes,  hammers  and  hatchets,  scales  and  balances, 
saws,  shovels,  general  tools  and  stoves  and  ranges.    Large  com* 
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panies,  few  in  number,  export  $3,690,000  worth  of  steam  locomo- 
tives; small  makers,  scores  of  them,  export  gasoline  engines  of 
all  sorts  worth  almost  twice  as  much  ($7,100,000).  One  big  con- 
cern alone  is  virtually  responsible  for  exports  of  $1,500,000 
worth  of  shoe  machinery;  a  crowd  of  small  makers  of  marine 
gasoline  engines  ship  a  slightly  larger  value  of  their  specialty. 

One  big  company  is  chiefly  responsible  for  exports  of  $780,000 
worth  of  photographic  goods;  dozens  of  small  manufacturers 
each  get  a  share  in  shipments  of  toys  worth  much  more,  or 
athletic  and  sporting  goods  of  greater  value.  Compare  ship- 
ments of  soap  and  perfumery,  made  by  ** small"  people,  com- 
paratively, $6,500,000  in  1914,  with  cigarettes,  $4,700,000,  made 
by  a  big  company.  Contrast  exports  of  small  makers  of  furni- 
ture, $6,500,000,  with  exported  products  of  large  manufacturers 
of  talking  machines,  $2,500,000,  or  cash  registers,  $4,800,000. 

Small  makers  of  carriages  and  wagons  account  for  $1,600,000 
in  our  export  trade  totals;  big  makers  of  elevators  for  only 
$1,300,000.  Large  shippers  of  news  print  paper  get  $2,100,000 
of  trade  abroad;  small  people  making  typewriter  ribbons,  car- 
bon paper,  mucilage,  fountain  pens,  steel  pens,  writing  ink, 
penholders  and  lead  pencils  get  $2,000,000.  Exports  of  iron 
pipe  and  structural  steel  ($26,000,000)  are  controlled  chiefly  by 
very  large  concerns;  small  concerns  ship  almost  identically  the 
same  value  of  upper  leather,  glazed  kid,  etc.,  for  shoe  making, 
and  another  lot  of  small  manufacturers,  the  boot  and  shoe 
makers,  contribute  $18,000,000  more  to  our  export  totals. 

We  need  both  sorts,  the  big  manufacturer  and  the  small, — ^but 
what  justification  is  there  for  any  claim  that  the  little  fellow 
cannot  get  any  export  business?  The  foregoing  is  a  picture  of 
our  export  trade  in  normal  times  of  peace.  If  so  before  the 
war,  why  not  likely  to  continue  so  after  the  war? 

Oombinations  of  Manufacturers  Authorued. — Congress  was 
undoubtedly  fully  justified  in  passing  the  so-called  Webb-Pom- 
erene  Act  authorizing  combinations  of  manufacturers  for  the 
development  of  export  trade.  It  is  by  no  means  inconceivable 
that  such  combinations  may  facilitate  the  operations  of  some 
large  corporations,  increase  their  own  trade  and  hence  the  pros- 
perity of  the  whole  country,  but  serious  objection  is  to  be  made 
to  the  assertions  that  small  manufacturers  require  such  eom- 
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binations  in  order  to  develop  foreign  trade  or  that  they  could  or 
would  take  advantage  of  such  a  facility  were  they  legally 
granted  the  opportunity.  It  is  not  expensive  for  any  manufac- 
turer to  build  up  a  profitable  demand  for  his  goods  in  attractive 
foreign  markets;  in  fact,  he  usually  does  it  more  cheaply  than 
at  home  and  makes  a  better  profit  in  doing  it. 

Various  forms  of  possible  combination  efforts  will  be  dis- 
cussed under  another  heading.  Meanwhile,  it  may  here  further 
be  observed  that  the  thought  back  of  the  agitation  in  this  regard 
seems  to  be  only  of  the  establishment  of  manufacturers'  or  a 
combination's  warehouses  in  foreign  markets.  The  trade  of  no 
country  is  dependent  now,  nor  has  it  ever  been  dependent  on 
enterprises  of  this  nature.  In  fact,  the  history  of  combinations 
of  one  sort  or  another  which  have  been  tried  on  sundry  occasions 
during  the  past  forty  or  fifty  years  is  distinctly  discouraging. 
Perhaps  not  more  than  two  ** combination"  efforts  of  American 
manufacturers  in  q  foreign  warehouse  scheme  can  be  instanced 
as  a  success;  one  of  them  in  only  one  of  several  markets  where 
it  attempted  to  establish  itself.  We  have  had  various  forms  of 
combination  salesmen  and  other  enterprises,  including  at  least 
two  ** American  Expositions."  Most  such  salesmen,  both  of 
the  others,  have  been  failures. 

What  seem  really  to  be  demanded  are:  more  generous,  inti- 
mate and  general  conferences  and  consultations  among  ex- 
porters, a  more  thorough  study,  a  broader  education  and  more 
scientific  development  of  export  fields.  For  example,  there  is 
probably  a  real  problem  presented  to  makers  of  what  are  some- 
times called  ''short  lines,"  that  is,  manufacturers  who  make 
only  a  few  special  articles  out  of  many  belonging  to  the  same 
branch.  Such  manufacturers  must  usually  confine  themselves 
to  the  very  largest  buyers  only  in  a  few  foreign  markets.  To 
reach  the  general  trade  or  even  to  reach  any  trade  in  some  coun- 
tries, they  might  advantageously  work  with  makers  of  other 
allied  specialties  in  order  to  make  it  worth  the  while  of  such 
buyers  to  place  any  orders  at  all.  This  might  apply,  for  ex- 
ample, to  a  manufacturer  who  makes  nothing  but  electric 
switches,  or  a  packer  who  produces  nothing  but  canned  oysters. 

Mail  Order  Ideas. — However,  a  good  deal  of  the  discussion  in 
the  present  regard  seems  to  be  aimed  at  the  idea  of  distributing 
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merchandise  directly  to  the  ultimate  consumer,  as  has  been  done 
by  the  Standard  Oil  Company,  for  instance,  in  China,  in  Turkey 
and  in  many  other  countries.  It  may  with  propriety  be  doubted 
whether  similar  methods  are  any  more  suitable  for  most  Amer- 
ican manufacturers  in  foreign  markets  than  they  are  in  the 
United  States  themselves.  We  have  developed  the  **mail  or- 
der" business  and  to  an  unprecedented  degree.  Houses  doing 
this  sort  of  business  here  at  home  already  do  something  of  the 
same  sort  in  some  foreign  fields,  but  certainly  the  time  has  not 
yet  arrived  when  the  ordinary  manufacturer  believes  it  a  de- 
sirable policy  on  his  own  part  to  follow  this  system,  nor  has  it 
been  done  by  our  competing  manufacturers  of  Europe.  While 
what  the  English  call  the  ** multiple  shop"  system,  which  they 
long  ago  developed  to  a  considerable  extent,  has  of  late  years 
been  growing  in  our  own  country,  yet  the  number  of  our  manu- 
facturers who  have  themselves  embarked  in  the  retail  trade 
through  the  opening  of  their  own  shops  for  the  distribution  pri- 
marily of  some  of  their  own  products  is  limited  indeed.  Apart 
from  specialties,  it  may  be  said  to  be  chiefly  noticeable  in  the 
shoe  trade,  and  in  that  trade  the  same  companies  which  operate 
their  own  shops  in  the  United  States  have  also  established  shops 
in  other  lands.  Whatever  this  tendency  may  indicate,  there 
seems  no  present  advantage  or  necessity  in  urging  the  adoption 
by  American  manufacturers  of  diflferent  policies  in  other  coun- 
tries than  those  adopted  at  home. 

The  question  in  export  trade  is  always  a  puzzling  one — ^how 
far  to  cultivate  small  buyers.  Is  it  worth  while  drumming  the 
little  fellows,  the  small  establishments  in  villages  of  4,000  or 
5,000  people,  or  shall  such  trade  preferably  be  left  to  the  atten- 
tion of  distributors  at  important  commercial  centers?  The  prin- 
ciple usually  adopted  by  American  manufacturers  and  exporters 
is  precisely  the  same  as  that  followed  by  British  and  most  other 
European  shippers,  namely,  in  favor  of  the  large  general  dis- 
tributor. The  quite  modern  demand  for  the  establishment  of 
direct  relations,  for  the  cutting  out  of  middlemen,  seems  more 
frequently  than  not  to  preach  a  mistaken  policy  because  it  is 
apt  to  be  carried  too  far  down  the  line.  Especially  in  the  ex- 
port trade  is  it  of  doubtful  advantage,  not  only  because  of  the 
immensity  of  the  field  to  be  covered,  but  because  certain  features 
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of  foreign  shipping  automatically  increase  the  cost  of  goods  and 
the  cost  of  doing  business,  as,  for  example,  the  higher  pro  rata 
freight  charges  on  small  shipments  and  the  unsatisfactory  as 
well  as  costly  means  of  financing  such  shipments.  When  Amer- 
ican manufacturers  have  succeeded  in  adequately  introducing 
their,  wares  with  the  most  desirable  connections  in  all  the  prin- 
cipal distributing  centers  of  every  possible  or  desirable  foreign 
market,  then  their  most  sanguine  aspirations  are  likely  to  remain 
satisfied  for  many  years  thereafter. 

ADAPrma  goods  to  market  bequibements 

Critics  of  American  export  practice  are  rare  who  do  not  up- 
braid us  with  what  they  declare  is  our  custom  of  trying  to  force 
on  foreign  buyers  what  we  think  they  ought  to  have  instead  of 
meeting  their  wishes  and  making  the  goods  they  want.  Unde- 
niably this  criticism  is  justified  in  all  too  many  instances.  It 
may  be  noted,  however,  that  identically  the  same  criticism  is 
made  of  manufacturers  of  Great  Britain  and  of  other  countries. 
A  writer  in  a  prominent  British  hardware  trade  paper  in  a 
discussion  of  the  vogue  of  American  saws  in  Great  Britain,  de- 
claring that  he  had  not  long  before  returned  from  a  trip  abroad 
in  the  course  of  which  he  collected  a  number  of  samples  of  de- 
sirable foreign  carpenter's  tools  for  the  purpose  of  submitting 
them  to  British  manufacturers  to  stem  if  possible  the  invasion 
of  American  tools  by  copying  or  improving  upon  the  samples 
collected,  wrote  that  he  regretted  **to  say  that  a  haughty  and 
cynical  spirit  seems  to  be  shown  by  many  to  new  and  progres- 
sive ideas."  In  a  speech  at  the  annual  meeting  of  the  African 
Banking  Corporation  in  London  it  was  observed:  **The  Amer- 
ican does  many  things  that  the  British  manufacturer  leaves  un- 
done.'* The  South  African  correspondent  of  a  British  trade 
paper  writes  that  the  customary  reply  of  British  manufacturers 
when  asked  to  do  special  things  is,  *'  'We  have  been  doing  this 
for  fifty  years  and  we  do  not  care  to  alter.'  That  is  why  in 
many  cases  British  manufacturers  are  fifty  years  behind  the 
times." 

Independence  of  American  Manufacturers.— However,  jus- 
tified as  it  undoubtedly  is  in  many  cases,  a  large  part  of  the 
criticism  aimed  at  our  manufacturers  is  unintelligent  because 
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it  does  not  take  into  consideration  our  systems  in  manufacturing, 
with  the  consequent  limitation  of  our  abilities  to  make  changes. 
Perhaps  the  question  of  extra  price  necessitated  for  special 
goods  is  at  the  bottom  of  this  whole  question.  It  is  almost  cer- 
tain that  most  manufacturers  would  willingly  produce  anything 
that  anybody  might  demand  if  an  appropriate  price  were  paid 
for  it. 

Quantity  production  of  standard  goods  is  one  of  the  dis- 
tinguishing characteristics  of  American  factories.  Specializa- 
tion is  another.  Loss  of  time  is  added  to  other  expense  in  al- 
most every  case  where  serious  changes  from  a  factory's  estab- 
lished products  are  demanded.  Will  buyers  pay  more  for  spe- 
cial goods?  There's  usually  the  rub.  An  American  consul 
complains  that  certain  popular  cheap  automobiles  are  always 
painted  black  and  are  not  so  highly  varnished  as  are  more  ex- 
pensive cars  of  European  origin.  Apparently  he  forgets  that 
the  cars  in  question  are  turned  out  of  the  factory  at  the  rate  of 
one  every  minute  or  two,  and  in  order  to  be  sold  at  the  prices 
which  attract  buyers,  foreign  as  well  as  domestic,  have  to  be 
produced  in  uniform  fashion.  If  the  foreign  buyer  requires 
painting  in  special  colors  or  extra  coats  of  varnish  it  may  be 
that  he  could  arrange  to  have  his  wishes  met  if  he  is  willing  to 
pay  $50  or  $100  more  per  car.  This  may  be  the  secret  of  a 
manufacturer's  refusal  to  accept  an  order  for  porch  chairs  which 
were  required  painted  red  instead  of  the  customary  sea  green. 
Possibly  the  buyer,  not  understanding  that  the  chairs  in  question 
were  offered  at  prices  which  were  satisfactory  because  going 
through  the  regular  routine  of  the  factory,  could  not  understand 
why  he  would  be  expected  to  pay  something  extra  for  special 
painting.  Possibly,  in  this  case,  the  manufacturer  was  just 
''pig-headed."  The  deviation  from  the  factory  routine  might, 
however,  have  been  thought  by  the  manufacturer  to  cost  more 
than  the  total  profits  in  the  future  business  that  could  be  ex- 
pected would  amount  to. 

This  is  one  of  the  features  of  American  manufacturing  which 
all  of  us  ought  to  understand  thoroughly  in  order  to  be  able  in- 
telligently to  present  the  argument  for  American  goods  in  gen- 
eral to  foreign  buyers,  who  are  sure  to  recognize  the  point  when 
it  is  understood.    Take  the  case  of  a  large  importer  of  Amer- 
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ican  lathes.  In  a  great  many  other  countries  what  is  known  as 
a  '* gap-bed"  lathe  is  much  in  demand.  The  importer  in  ques- 
tion came  to  an  American  manufacturer  whose  regular  line  of 
lathes  he  had  been  buying  in  considerable  quantities  for  some 
time  and  offered  that  manufacturer  an  order  for  fifty  gap-bed 
lathes,  believing  that  an  initial  order  of  this  size,  coupled  with 
the  glowing  prospects  for  large  future  trade  in  similar  lathes, 
would  be  sufficient  to  induce  the  manufacturer  to  make  the 
special  pattern  desired.  But  the  manufacturer,  taking  time  to 
figure  very  carefully  all  the  elements  of  costs  involved,  found 
himself  forced  to  decline  the  proffered  business  simply  because 
he  could  not  see  any  profit  in  it.  Just  the  other  day  a  large 
shoe  manufacturer,  who  wanted  the  business,  turned  down  a 
contract  for  $1,000,000  worth  of  army  shoes  for  a  European 
Government  because  he  was  not  equipped  for  studding  the  soles 
with  hob-nails  and  could  see  no  profit  in  equipping  himself  for 
that  work. 

American  Factory  Policies. — In  the  United  States  manufac- 
turers commonly  draw  the  line  sharply  between  cheap  goods 
and  high  grade  goods.  The  same  manufacturer  seldom  produces 
both  high  and  low  grades  of  the  same  article  in  the  same  factory. 
Less  often  still  does  he  offer  two  grades  under  the  same  brand. 
It  was  always  characteristic  of  German  manufacturers  to 
** dress  up"  cheap  goods  to  look  precisely  like  high  grade  goods. 
Our  practice  is  usually  the  reverse  of  this.  We  put  out  cheap 
liues  for  what  they  are,  and  our  manufacturers  often  decline 
peremptorily  to  add  to  the  physical  attractiveness  of  cheap 
goods,  even  at  a  sufficient  extra  charge  to  more  than  cover  the 
additional  expense  involved.  Herein  lies  one  reason  of  dissatis- 
faction with  cheap  American  goods  in  markets  not  familiar  with 
our  wares  or  our  policies.  Many  foreign  buyers,  regarding 
prices  only,  expect  that  cheap  lines  will  be  as  attractive  in  ap- 
pearance and  as  finely  finished,  at  least  to  the  casual  examina- 
tion of  a  buyer,  as  the  more  expensive  goods. 

Changes  in  our  general  policy  in  this  regard  may  not  perhaps 
be  advisable,  but  it  is  undeniable  that  greater  care  id  finishing 
goods  of  all  sorts  is  an  important  desideratum  in  the  case  of 
shipments  destined  for  foreign  countries.  Perhaps^  the  most 
serious  objection  urged  against  American  engines  of  all  sorts, 
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from  big  electric  units  down  to  small  marine  motors,  is  the 
rough,  crude  finish,  or  lack  of  finish,  with  which  some  castings 
and  even  complete  machines  are  permitted  to  leave  the  American 
seaboard.  Puerile  is  not  the  proper  qualification  to  attach  to 
this  objection.  It  is  rooted  deep  down  in  the  experience  of  for- 
eign buyers,  and  in  that  of  their  fathers  and  grandfathers,  with 
the  products  of  other  manufacturing  nations,  and  prejudice 
and  custom  are  not  to  be  laid  aside  at  a  week's  notice. 

Practices  of  European  Blanafacturers. — The  organization  of 
European  factories  is  as  a  rule  entirely  different  from  that 
which  has  grovm  up  in  the  United  States.  In  principle,  Euro- 
pean manufacturers  produce  small  lots  as  distinguished  from 
our  quantity  production  and,  because  labor  is  so  much  cheaper 
in  Europe,  that  element  in  the  cost  of  goods  does  not  count  for 
as  much  as  it  does  in  our  own  country,  and  it  becomes  possible 
for  the  European  manufacturer  to  shift  constantly,  a  dozen 
times  a  day  perhaps,  from  one  article  or  one  special  feature  to 
another  which  may  be  radically  diflEerent.  The  bulk  of  the 
trade  of  a  European,  like  any  other  manufacturer,  consists  in 
the  domestic  demand  for  his  goods,  and  in  Europe  the  trade  is, 
as  a  rule,  carried  on  directly  from  factory  to  retail  customer 
with  the  consequence  that  individual  orders  are  comparatively 
small.  Nor  is  the  specialization  in  products,  as  we  know  it  in 
the  United  States,  common  in  European  factories.  In  this 
country  a  manufacturer  of  women's  shoes  seldom  if  ever  at- 
tempts to  manufacture  men's  shoes.  A  manufacturer  of  high 
grade  women's  shoes  does  not  attempt  in  the  same  factory  to 
produce  cheap  grades  of  women's  or  any  other  shoes.  The 
manufacture  of  boys'  and  girls'  shoes  is  again  a  specialized  in- 
dustry. In  Europe,  much  more  often  than  not,  all  kinds  are 
produced  in  one  factory.  Here  again  is  a  strong  argument  for 
the  advantages  of  American  goods  in  general. 

It  seems  altogether  probable  that  the  fashion  which  in  par- 
ticular has  distinguished  German  manufacturers  of  **  dressing 
up"  cheap  goods  to  have  all  the  appearance  of  better  goods  has 
contributed  more  than  anything  else  to  the  World-wide  charac- 
terization of  German  goods  as  *' cheap  and  nasty."  The  world 
forgot  that  some  of  the  highest  quality  goods  manufactured  any- 
where were  made  in  Germany.    It  only  remembered,  as  a  for- 


Digitized  by 


Google 


64  PRACTICAL  EXPOBTINO 

eign  correspondent  of  the  American  Exporter  put  it,  that 
''German  goods  do  not  pan  out  the  promised  'just  as  good.' 
Their  manufacturers  do  not  inspire  confidence."  Or,  as  an- 
other put  it,  '*  'German'  is  synonymous  with  things  of  hand- 
some but  deceitful  appearance."  Both  wrote  before  the  war, 
without  prejudice  or  bitterness. 

Some  foreign  buyers  are  at  first  quite  unable  to  understand 
the  American  policy  in  this  regard.  When  they  look  over  a 
line  of  samples  of  American  silver  plated  ware  and  find  three 
or  four  distinct  grades,  each  grade  made  in  certain  patterns, 
they  are  certain  to  demand  the  most  attractive  pattern  of  all  to 
be  manufactured  in  the  cheapest  grade.  They  cannot  under- 
stand why  the  manufacturer  refuses  to  make  in  his  cheapest 
grade  a  pattern  which  he  confines  exclusively  to  his  highest 
priced  grade.  An  American  manufacturer  of  lead  pencils  refuses 
to  put  out  his  cheapest  pencil  except  in  plain  wood.  A  German 
manufacturer  would  deliver  the  same  quality  of  pencil  but 
would  paint  and  varnish  and  polish  the  wood  and  even  stamp  it 
in  gold  letters,  so  that  externally  it  could  not  be  distinguished 
from  a  pencil  costing  twice  as  much.  Certain  German  manufac- 
turers, noting  a  large  sale  for  American  meat  choppers  in  Eu- 
rope, put  out  a  machine  in  competition  with  the  American.  The 
German  machine,  instead  of  being  tinned  like  the  American,  was 
enameled,  and  hence  made  a  much  more  attractive  appearance, 
while  it  sold  at  competitive  prices.  However,  dealers  jealous  of 
their  reputation  with  customers  quickly  found  that  the  German 
machines  were  by  no  means  so  satisfactory  in  operation  as  the 
American  nor  did  they  give  one  quarter  the  service.  A  certain 
form  of  patented  corkscrew  was  invented  in  the  United  States 
and  quickly  achieved  large  sales  in  Europe.  It  tempted  imita- 
tion and  the  Germans  put  out  corkscrews  of  similar  design  but 
of  such  poor  wire  that  it  was  easy  to  bend  them  with  one's  fingers. 
The  German  imitations  have  even  been  imported  into  this  coun- 
try, sold  at  lower  prices  than  American  manufacturers  can  make, 
and  furnish  an  example  of  the  fact  that  good  goods  and  cheap 
goods  can  be  sold  side  by  side  the  world  over.  High  grade  nip- 
pers and  pliers  were  exported  in  considerable  quantities  from 
the  United  States  to  Germany  because  the  Germans  were  not 
able  to  produce  similar  tools  in  as  good  qualities  at  equally  as 
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attractive  prices.  On  the  other  hand,  there  was  formerly  a  large 
importation  into  the  United  States  of  cheap  Qerman  nippers  and 
pliers  whose  prices  we  could  not  equal,  whose  qualities  we  per- 
haps did  not  care  to  produce. 

Catering  to  Markets. — Of  course,  there  is  a  great  deal  in  the 
theory  that  a  trade  may  be  largely  increased  by  catering  to  the 
peculiarities  or  the  prejudices  of  a  given  market.  If  manufac- 
turers find  it  impossible  profitably  to  make  desired  changes  in 
their  standard  products,  yet  there  are  doubtless  many  of  them 
who  have  capacity  in  their  plants  for  increased  production  and 
might  profit  by  the  manufacture  of  specialties  that  are  de- 
manded in  certain  or  in  many  markets  in  sufficient  quantities  to 
make  their  manufacture  worth  whib.  This  is  a  question  of  add- 
ing a  line  rather  than  adapting  existing  goods.  A  few  years 
ago  Lord  Cromer  sent  to  the  London  Times  an  article  received 
by  him  from  a  native  of  British  India  from  which  the  following 
may  be  quoted:.  '*The  British  exporter  does  not  understand 
why  his  marrow  spoons  are  refused  and  those  *made  in  Ger- 
many' find  a  ready  market  in  India.  The  answer  is  simple. 
The  English  marrow  spoon  is  too  thick  for  the  bones  of  Indian 
sheep.  The  German  manufacturer  makes  the  marrow  spoons 
suit  the  bones  of  Indian  sheep.  The  egg  cup  that  the  British 
exporter  sends  to  India  is  too  large  for  the  eggs  of  the  Indian 
hen.  The  German  manufacturer  measures  the  egg  and  then 
makes  the  egg  cup  for  the  Indian  market.  The  Birmingham 
manufacturer  thinks  he  has  a  grievance  because  Gennan  scissors 
of  the  same  price  find  a  better  market  in  India  than  his  own 
make.  He  does  not  know  that  the  secret  of  Germany's  success 
in  scissors  is  due  to  the  fact  that  the  village  tailor  has  a  super- 
stitious regard  for  his  thumb,  which  he  wants  to  keep  in  more 
comfort  than  his  index  finger.  He  therefore  prefers  a  pair  of 
scissors  which  has  a  larger  hole  for  the  thumb  than  for  the  in- 
dex finger.  The  orthodox  manufacturer  of  Birmingham  does 
not,  or  will  not,  study  the  convenience  of  the  Indian  villagers. 
What  he  ignores  or  neglects  as  mere  prejudice  is  profitably 
turned  to  account  by  his  German  rival."  ^ 

1  The  trivial  importance  of  all  possible  Indian  trade  in  egg  cups  and  mar- 
row spoons  should  merely  serve  as  an  indication  of  German  policy. 
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So  far  as  American  disposition  toward  catering  to  foreign 
demands  is  concerned,  it  seems  probable  that  it  will  be  deter- 
mined by  very  much  the  same  considerations  as  affect  a  similar 
disposition  toward  domestic  markets.  A  salesman  visiting 
Texas,  for  example,  may  urge  the  manufacture  of  a  special 
article  or  the  introduction  of  special  features  in  an  established 
line,  with  eloquent  claims  as  to  the  big  business  which  he  could 
do  if  the  innovation  were  made.  The  salesman's  principal,  the 
manufacturer,  may  sometimes  comply  with  such  a  recommenda- 
tion and  sometimes  he  may  not,  reaching  a  conclusion  out  of  his 
knowledge  of  human  frailties  and  salesmen's  optimism,  and 
forming  his  own  judgment  as  to  probable  profits  to  be  secured. 
The  manufacturer's  decision  in  regard  to  manufacturing  special 
goods  for  foreign  markets  will  very  likely  be  guided,  and  prop- 
erly should  be  guided,  by  much  the  same  business  considerations. 

American  Peculiarities. — It  is  always  worth  while  teaching 
our  foreign  customers  and  prospects  as  much  as  possible  regard- 
ing established  American  practice  and  peculiarities,  and  ex- 
plaining how  they  have  grown  up  and  why  we  regard  them  as 
desirable,  especially  when  we  meet  buyers  face  to  face.  Prob- 
ably no  American  machinery  or  hardware  is  produced  in  the 
United  States  that  is  either  so  heavy  or,  perhaps,  so  durable  as 
similar  products  of  British  and  some  other  European  factories. 
It  is  perhaps  the  most  distinguished  characteristic  of  American 
articles  in  these  branches  that  they  are  of  comparatively  light 
weight,  yet  believed  by  us  to  be  suflBciently  strong  for  the  pur- 
poses for  which  intended,  and  built  along  graceful  and  pleasing 
lines.  The  American  manufacturer,  it  has  been  remarked,  does 
not  produce  a  machine  that  is  intended  to  be  handed  down  as  an 
heirloom  to  posterity.  The  American  users  of  our  machines 
expect  to  run  them  at  the  highest  possible  speed,  securing  the 
greatest  per  diem  output,  realize  that  sooner  or  later  they  will 
be  worn  out  and  are  then  quite  content  to  scrap  them,  perhaps 
even  earlier  while  still  in  good  condition,  because  newer  ap- 
paratus has  been  designed,  new  inventions  made,  improvements 
introduced  that  will  make  the  purchase  of  up-to-date  apparatus 
desirable  because  of  an  actual  economy  or  superiority  in  pro- 
duction thus  to  be  effected.  This  American  practice  has  been 
recognized  by  foreign  users  of  machines  to  be  desirable,  at  least 
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up  to  a  certain  point,  and  the  principle  has  to  some  extent  been 
adopted  abroad.  Meanwhile,  the  foreign  prejudice  in  favor  of 
more  substantial  and  heavier  tools  has  undoubtedly  had  a  cer- 
tain influence  in  modifying  the  American  tendency  in  the  other 
direction.  Indeed,  it  is  probable  that  a  great  many  more  Amer- 
ican goods  have  been  imitated  abroad  than  there  are  imitations 
of  European  goods  made  in  the  United  States  of  America. 
Four  years  ago  a  leading  English  silk  manufacturer  confessed 
in  print  that  Americans  **have  made  considerable  advances  in 
the  perfecting  of  machinery  they  originally  got  from  us,  and 
their  improved  machinery  has  been  adopted  by  British  firms." 

The  growth  of  American  influence  in  foreign  countries  is  not 
only  notable  but  is  usually  a  source  of  pride  to  us,  unless  we 
except  the  spread  of  American  yellow  journalism.  Improve- 
ments in  European  show  windows,  in  advertising  practice,  the 
decadence  of  the  top  hat  among  business  men  of  London,  all 
bear  witness  to  the  influence  of  American  ideas.  This  principle, 
however,  does  not  mean  that  occasionally,  but  not  often,  ideas 
originated  in  the  United  States  have  not  been  improved  upon 
abroad. 

There  is  one  feature  of  American  industry  which  is  distinctive 
or  at  least  is  carried  farther  in  this  country  than  in  almost  any 
other,  but  which  perhaps  is  not  quite  wholly  praiseworthy.  It 
does  undoubtedly  aflfect  our  export  business  in  diflferent  lines. 
This  is  the  constant  changing  in  fashions  here.  It  applies  not 
alone  to  millinery,  but  affects  many  other  phases  of  our  life  and 
our  goods.  Nowadays  an  American  changes  the  style  of  his  or 
her  boots  and  shoes  with  each  recurring  season.  The  American 
gentleman  is  almost  as  particular  about  the  style  of  his  hat  as 
is  the  American  (or  almost  any  other)  lady.  These  things  are 
not  true,  in  principle  or  in  equal  measure,  of  people  in  other 
countries.  Old  styles,  time  honored  favorites  in  patterns,  etc., 
remain  popular  for  fifty  or  a  hundred  years,  sometimes. 

A  radical  difference  in  principles  involved  characterizes  many 
products  of  American  factories,  clearly  enough  affecting  compe- 
tition. But,  however  proud  we  may  be  of  American  ideas  and 
practices,  we  must  always  be  on  our  guard  against  what  an 
Australian  correspondent  calls  *' American  ingenuity  and  skill 
damned  by  blow  and  bounce." 
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CHAPTER  III 

MABKET8  FOB  AKEBICAN  000D8 

The  Belative  Values  of  Foreign  Markets — When  Patents  and 
Trademarks  in  Other  Countries  are  Required-^Statistics  of 
American  Export  Trade — Our  Principal  Foreign  Customers 
— Trade  Practices  Which  Are  Strange  to  Us — The  Moneys 
of  Other  Lands  and  Their  Values. 

OWING  doubtless  to  the  extensive  advertising  which  the 
Latin  American  markets  have  received  through  the 
building  of  the  Panama  Canal  and  the  activities  of  the 
important  institution  known  as  the  Pan  American  Union  at 
Washington,  a  cooperative  and  admirable  organization  main- 
tained in  part  through  contributions  from  all  of  the  Latin  Amer- 
ican republics,  it  is  probable  that  our  trade,  actual  and  prospec- 
tive, with  the  markets  in  question  is  considered  of  exaggerated 
importance  by  most  people  in  the  United  States.  Many  manu- 
facturers, when  talking  of  export  trade,  specifically  or  by  in- 
ference restrict  their  discussion  to  what  they  are  apt  to  refer  to 
as  ** South  America,''  by  which  they  may  be  understood  to  mean 
all  Latin  America,  which  consists  not  only  of  the  South  Ameri- 
can continent  but  of  the  six  Central  American  republics,  with 
Mexico,  which  geographically  is  called  North  America,  and  the 
West  Indian  republics  of  Cuba,  Santo  Domingo  and  Haiti. 

The  distinction  between  these  different  markets  should  be 
sharply  drawn.  It  is  an  evidence  of  inexcusable  ignorance  to 
confuse  Central  America  with  South  America,  and  there  is  a 
marked  difference  in  the  trade  of  these  different  sections. 

BELATIVE  VALUES  OF  FOBEION  MABEETS ' 

But  no  manufacturer  can  afford  to  forget  the  existence  of 
other  rich  and  attractive  markets  or  neglect  them  if  he  is  looking 

1  Elaborate  data  regarding  all  foreign  markets  is  to  be  found  in  ''The 
Exporter's  Gazetteer  of  Foreign  Markets,"  by  Lloyd  R.  Morris,  Research 
Editor,  American  Exporter. 
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to  the  largest  possible  returns  and  profits  from  his  export  en- 
deavors. Australasia,  the  markets  of  the  Far  East,  the  Middle 
East  and  the  Near  East,  South  Africa,  and  above  all  Europe, 
are  and  in  the  future  will  be  far  more  fertile  fields  than  the  man 
who  has  listened  only  to  prophecies  of  the  development  of  South 
America  through  the  opening  of  the  Panama  Canal  is  apt  to 
realize. 

With  the  return  of  the  world  to  peaceful  conditions,  manu- 
facturers of  the  United  States  will  find  in  almost  every  direction 
depleted  stocks,  if  not  bare  shelves.  The  neutral  nations  of  the 
world  will  not  have  been  seriously  affected  in  a  financial  way. 
The  warring  nations,  no  matter  under  what  burdens  they  may 
stagger,  will  require  help  and  assistance  from  us  in  many  posi- 
tively indispensable  requirements,  for  all  of  which  means  to  pay 
must  and  will  be  found.  It  seems  certain  that  for  years  to  come 
the  relative  values  to  us  of  foreign  markets  will  remain  very 
much  as  they  have  been  in  the  past. 

Fear  to  Attack  European  Markets.— It  has  sometimes  hap- 
pened that  manufacturers  have  neglected  to  inquire  about  pos- 
sible European  markets  for  their  goods.  This  seems  to  have 
occurred  either  because  a  manufacturer  may  have  feared  imita- 
tion of  his  products  by  European  makers,  may  have  fancied  that 
it  would  be  necessary  for  him  to  secure  expensive  patents  or 
trademarks,  or,  sometimes  perhaps,  because  he  has  thought  that 
even  were  he  to  establish  some  trade  in  European  coun- 
tries it  would  not  last  very  long  because  European  manufac- 
turers would  quickly  produce  similar  goods  and  rob  him  of  the 
benefits  of  later  trade.  Both  assumptions  have  usually  been  un- 
warranted, probably  will  be  unwaranted  in  the  future  when  the 
great  cataclysm  of  the  war  shall  have  subsided.  No  manu- 
facturer can  delude  himself  with  the  thought  that  if  he  is  pro- 
ducing a  desirable  article,  even  if  he  sells  it  nowhere  else  than 
here  in  the  United  States,  keen,  aggressive  European  manufac- 
turers do  not  know  all  about  it.  Trade  restricted  to  our  home 
markets  does  not  ensure  secrecy.  Manufacturers  in  other  coun- 
tries, like  American  manufacturers,  are  quite  shrewd  and  enter- 
prising enough  to  be  constantly  on  the  lookout  for  something 
new  that  seems  likely  to  be  popular  and  profitable.  If  there 
is  an  article  produced  in  any  part  of  the  world  which  seems  to 
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them  to  answer  this  description  they  will  not  wait  for  a  for- 
eigner to  introduce  it  into  their  home  markets. 

Again,  while  it  may  be  true  that  local  manufacturers  in  any 
country  will  not  see  possibilities  in  a  new  article  until  its  manu- 
facturer in  some  other  country  has  begun  to  ship  it  into  the 
foreign  country,  yet  a  distinct  impression  must  be  made  on  the 
trade  of  the  new  market  before  local  manufacturers  will  think 
it  worth  while  adopting  it  or  attempting  to  imitate  it.  The 
American  manufacturer,  for  example,  may  find  a  good  deal  of 
satisfaction  and  profit  in  the  aggregate  of  the  foreign  trade  that 
he  establishes.  That  aggregate  may  be  made  up,  let  us  say  just 
by  way  of  example,  by  a  trade  in  normal  times  of  $50,000  a 
year  in  England,  $20,000  a  year  in  France,  $10,000  a  year  in 
Italy,  and  so  on.  But  it  is  clear  that  the  trade  of  $50,000  a 
year  in  Great  Britain  alone  would  not  make  a  very  deep  impres- 
sion on  a  competing  British  manufacturer.  He  is  pretty  sure  to 
doubt  whether  profits  from  that  trade,  or  even  the  resulting 
trade  to  which  it  may  lead,  will  be  enough  to  warrant  his  start- 
ing quite  a  new  line,  very  likely  installing  expensive  machinery 
and  patterns  and  making  all  the  other  new  and  costly  arrange- 
ments necessary.  Furthermore,  as  we  shall  see  a  little  later  in 
our  consideration  of  various  aspects  of  export  trade,  there  are 
many  ways  in  which  the  American  manufacturer  may  safeguard 
the  growth  and  general  development  of  his  trade  in  foreign 
countries,  may  secure  for  himself  the  advantages  of  the  start 
which  he  has  obtained  and  make  it  extremely  difficult  for  any 
one  else,  local  manufacturers  included,  to  rob  him  of  these  ad- 
vantages. 

Timidity  Loses  Trade — The  effects  on  the  timid  and  unen- 
quiring  of  a  fear  to  enter  markets  where  competing  manufactur- 
ing industries  abound  has  been  evident  for  many  years  past  in 
the  case,  for  example,  of  some  American  boot  and  shoe  manu- 
facturers. Ever  since  the  modern  and  astonishing  growth  of 
our  exports  to  Europe  in  this  line,  the  veritable  invasion  of 
Europe  by  American  boots  and  shoes,  manufacturers  in  this 
country  have  not  been  lacking  who  have  shrugged  their 
shoulders  declaring  that  it  could  not  last,  that  it  would  be  only 
a  question  of  time  before  European  manufacturers  ''froze  us 
out."    And  these  manufacturers  have  rested  content  with  a 
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fraction  of  the  export  trade  they  might  have  had.  For,  al- 
though twenty  years  have  elapsed  since  the  first  real  introduc- 
tion of  American  shoes  into  Germany,  our  trade  had  continu- 
ously been  growing  year  by  year  up  to  the  outbreak  of  the  war, 
increased  from  $733,000  in  1911  to  $1,376,000  in  1914-^0  per 
cent,  in  only  three  years.  Our  boot  and  shoe  trade  in  Great 
Britain  has  not  grown  in  similarly  extraordinary  ratio  in  recent 
years,  but  it  has  held  its  own— of  course  we  must  leave  out  of 
consideration  all  ''war  time"  statistics — and  it  must  be  remem- 
bered that  the  British  markets  were  far  more  thoroughly  worked 
and  developed  at  an  earlier  day  than  were  markets  of  the  Conti- 
nent of  Europe. 

No  more  striking  example  of  American  possibilities  in  com- 
peting lines  can  be  imagined  than  the  growth  and  present  status 
of  our  export  shoe  trade.  In  the  face  of  a  duty  twice  as  great 
as  duties  imposed  on  British  or  Austrian  shoes  prior  to  1910, 
our  American  exports  establishing  themselves  in  France  and 
fast  grew  into  really  imposing  volume.  We  have  already  re- 
marked on  the  effort  of  European  manufacturers  to  produce 
American  shoes  in  their  own  factories  and  thus  stem  the  Amer- 
ican invasion,  as  they  called  it.  We  have  noted  how  they  have 
purchased  American  machinery,  American  leather,  American 
lasts  and  it  may  also  be  remarked  have  imported  American  fac- 
tory superintendents,  all  without  the  slightest  avail  and  all  in 
the  face  of  a  constantly  growing  American  business.  Emer- 
son's famous  dictum  may  be  recalled :  '*If  a  man  make  a  better 
mouse  trap  than  his  neighbor,  though  he  build  his  house  in  the 
woods,  the  world  will  make  a  beaten  path  to  his  door." 

FOREIGN  PATENTS  AND  TRADE  MARKS 

Fears  of  Americans  to  seek  trade  in  Europe  because  of  the 
fancied  expense  or  difficulty  in  securing  European  patent  rights 
are  often  unjustified.  A  great  many  American  goods  are  sold 
in  European  countries  which  have  absolutely  no  patent  protec- 
tion. In  such  cases  it  is  not  regarded  as  necessary  either  be- 
cause it  would  be  difficult  or  impossible  for  European  manufac- 
turers to  produce  the  same  or  equally  as  good  articles,  or 
because  it  has  been  considered  that  patents  might  await  develop- 
ment of  business.    In  yet  other  instances  reliance  has  been  placed 
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FOREIGN  TRADEMARK  CONDITIONS 


Country 


Arfcentina     .... 

Australia     

Austria-Hungary 

Belgium     

Bolivia     

Brazil    

Cape  Colony .... 

Chile    

China     

Colombia    

Cost  Rica   

Cuba    

Denmark     

Ecuador    

Esrypt    

Finland     

France     

Germany    

Great    Britain    . 
Greece     


Guatemala     

Holland     

Honduras    

India     

Italy    

Japan    

Mexico     

NaUl     

New  Zealand    . . . 

Nicaragua     

Norway    

Orange  River  Col- 
ony     

Panama     

Paraguay    

Peru    

Philippines    

Porto  Rico    

Portugal    

Roumania    

Russia     

Salvador    

Santo    Domingo.  . 

Servia    

Spain     


Sweden  . . . 
Switzerland 
Transvaal  . 
Turkey  .  . . 
Uruguay  . 
Venezuela    . 


J» 

Beffiatration 

Advisable  or 

Necessary 


Necessary 

Advisable    • 

Advisable 

Advisable 

Compulsory 

Necessary 

Advisable 

Advisable 

Advisable 

Necessary 

Advisable 

Advisable 

Unimportant 

Advisable 

Advisable 

Unimportant 

Advisable 

Necessary 

Necessary 

Not  necessary 

Advisable 
Advisable 
Advisable 
Advisable 
Advisable 
Advisable 
Advisable 
Advisable 
Advisable 
Necessary 
Advisable 

Advisable 

Unimportant 

Necessary 

Necessary 

Not  necessary 

Undecided 

Necessary 

Necessary 

Advisable 

Advisable 

Unimportant 

Unimportant 

Advisable 

Not  necessary 

Advisable 

Advisable 

Not  necessary 

Necessary 

Advisable 


Who  May 
Register  f 


First  applicant 
First  applicant 
First  applicant 
First  user 
First  applicant 
First  applicant 
First  applicant 
First  applicant 
First  applicant 
First  applicant 
Any   user   of   mark 
First  applicant 
First  applicant 
First  applicant 
First  applicant 
Any  user  of  mark 
First  applicant 
Any  user  of  mark 
Any  user  of  mark 
Any  user  of  mark 

for  one  year 
Any  applicant 
First  user  of  mark 
First  user  of  mark 
First  user  of  mark 
Any  user  of  mark 
Any  user  of  mark 
Any  owner  of  ma^k 
Any  user  of  mark 
First  user  of  mark 
First   applicant 
Any  user  of  mark 

Any  user  of  mark 
Any  user  of  mark 
First  applicant 
Any  user  of  mark 
Any  user  of  mark 
Registrant  in  U.  S. 
First  applicant 
First  applicant 
Any  user  of  mark 
First  user  of  mark 
Any  user  of  mark 
.Any  user  of  mark 
Any  user  of  mark 

Any  user  of  mark 
Any  manufacturer 
First  applicant 
Any  owner  of  mark 
First   applicant 
First  user  of  mark 


Must 
Trade 
Mark 
First  he 
Regis, 
tered  ai 
Hornet 


No 

No 

Yes 

No 

No 

No 

No 

No 

Yes 

Yes 

No 

Yes 

Yes 

No 

Yes 

Yes 

No 

Yes 

No 

Yes 

Yes 
No 
Yes 
No 
Yes 
Yes 
No 
No 
No 
No 
Yes 

No 
Yes 
No 
No 
No 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

Yes 
Yes 
No 
No 
Yes 
Yes 


Term  of 
Regis- 
tration 


10  years 

14  years 
10  years 
Unlimited 
10  years 

15  years 
14  years 
10  years 


Unlimited 
15  years 
15  years 
10  years 
20  years 
10  years 
10  years 
15  years 
10  years 
14  years 
10  years 

10  years 
20  yean 
Indefinite 
Unlimited 
Unlimited 
20  years 
20  years 
14  years 

14  years 
10  years 
10  years 

Unlimited 
10  years 
10  years 
10  years 
80  years 
20  years 
10  years 

15  years 
10  years 
20  years 
20  years 
10  years 
5,  10  or  20 

years 
10  years 
15  years 
Unlimited 
15  years 
10  years 
80  years  or 

less         ■' 


Notes 
See  refer- 
ences 
below 


1—8 
1—8 


1 

1 

4 

1—2 

1—6 

3 

1—2- 

1 

1—2- 

8 

1 

1—8 

1—8 


2 — i 
2^ 
2 

1 
1 

2—4 
8 

1 
1 


1—2 — 4 

1 
1 
4 

1 

8 

2—4 

1—8 

1—2—4 

1 


NOTES 

o — 2^®"^*'*  acquired  only  through  registration. 

2 — Suit  cannot  be  brought  against  infringers  until  mark  has  been  registered. 
3— Registration  is  granted  subject  to  rights  of  prior  user. 
4— Registration  is  regarded  as  primarfacie  evidence  of  title  to  a  mark.     It  only  b«- 

comes  dennative  after  a  certain  period, 
p— Registration  is  compulsory  in  Bolivia.     Foreign  goods  bearing  trademarks  mn 

liable  to  conflseation  unless  mark  has  been  registered. 


8 — ^No  special  laws  are  in  force, 
or  other  authorities. 


It  is  customary  to  deposit  marks  with  local  eourts 
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on  trademarks,  and  goods  have  been  introduced  under  a  name 
which  has  been  duly  registered  as  a  trademark  and  have  made  a 
place  for  themselves  which  no  imitations  under  other  marks  could 
occupy. 

tVlien  Patents  and  Trademarks  Become  Necessary.— The  de- 
sirability of  foreign  patents  and  trademarks  in  markets  where 
trade  is  likely  to  be  worth  while  is  by  no  means  to  be  denied. 
Every  manufacturer  really  in  earnest  about  the  development  of  a 
big  foreign  business  must  not  neglect  such  precautions.  The 
most  cautious  will,  however,  run  little  risk,  if  so  disposed,  in  tak- 
ing their  first  steps  toward  establishing  their  trade  in  any  foreign 
country  without  patent  protection.  However,  a  keen  watch  must 
be  kept  on  the  growth  and  development  of  the  trade  and  patents 
or  trademarks  secured  as  early  in  the  game  as  possible. 

In  a  few  countries  patents  to  hold  valid  must  be  worked,  i.e., 
the  protected  articles  must  be  locally  manufactured  within  a 
reasonable  time  after  the  granting  of  the  patent.  Sometimes  the 
terms  of  such  laws  may  be  met  by  the  establishment  of  an  assem- 
bling plant,  utilizing  chiefly  parts  shipped  from  the  American 
factory ;  sometimes  foreign  manufacturers  take  up  the  new  line 
on  a  royalty  basis — especially  when  the  original  makers'  efforts 
have  meanwhile  met  with  success  in  their  introductory  work. 
Often,  however,  chief  reliance  is  placed  on  the  trademark,  with 
or  without  support  from  patent  rights.  The  effort  in  such  cases 
is  to  make  the  brand  so  well  known  and  so  widely  accepted  and 
demanded  that  no  other  similar  article  under  another  name  or 
mark  can  take  its  place. 

In  many  countries  of  the  world,  Germany  included,  the  first 
applicant  for  a  trademark  secures  the  right  to  its  use  whether  or 
not  he  is  the  actual  manufacturer  of  the  goods,  or  is  (according 
to  American  theories)  justly  entitled  to  the  rights  he  seeks.  The 
manufacturer  who  waits  too  long  before  he  seeks  trademark  pro- 
tection for  his  ovm.  goods  may  sometimes  awake  to  the  most  un- 
pleasant discovery  that  he  cannot  ship  those  goods  into  a  given 
market  except  through  a  certain  person  who  has  registered  in 
his  own  name  the  manufacturer's  trademark,  unless  it  is  possible 
for  him  to  buy  off  that  person  for  a  good  round  sum.  This,  how- 
ever, has  no  exclusive  bearing  on  trade  with  Europe,  for  pre- 
cisely similar  practices  characterise,  and  in  even  more  disagree- 
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able  fashion,  such  countries  as  Japan  and  Argentina,  among 
others. 

FOREIGN  MARKETS  REVEALED  B7  8TATI8TI08 

So  far  as  volume  of  business  to  be  secured  is  concerned,  in 
almost  every  branch  of  industry,  except  in  certain  cruder  forms 
of  iron  and  steel  products,  it  is  the  European  markets  that  have 
actually  been  our  biggest  customers  in  pre-war  years.  The  popu- 
lar impression  to  the  contrary,  it  is  Europe  which  in  normal  times 
has  bought  from  us  far  more  of  our  manufactured  goods  than  has 
any  other  part  of  the  world. 

Exports  of  Manufactured  Ooods. — ^We  hear  a  great  deal  of 
the  large  percentage  of  manufactured  goods  absorbed  by  certain 
South  American  markets.  Such  statements  are  true,  but  the 
total  volume  of  the  trade  has  not  begun  to  compare  with  that  we 
have  enjoyed  in  times  of  peace  in  Europe.  In  1914,  33  per  cent, 
were  ** manufactures"  in  our  total  exports  of  almost  $1,500,000,- 
000  to  Europe ;  88  per  cent,  were  manufactures  in  our  exports  to 
South  America,  but  those  exports  only  amounted  to  $121,000,000. 
In  other  words,  we  shipped,  before  the  war,  almost  five  times  the 
value  of  manufactured  goods  to  Europe  that  we  shipped  to  South 
America.  To  iNorth  America,  other  than  the  United  States,  our 
exports  in  1914  amounted  to  $529,000,000,  66  per  cent,  of  which 
consisted  of  manufactured  goods.  Seventy-five  per  cent,  of  our 
exports  to  Africa  of  $28,000,000  were  manufactured  goods,  61 
per  cent,  were  manufactures  in  the  $113,000,000  of  our  exports 
to  Asia.  To  Oceania  we  shipped  $83,000,000,  of  which  86  per 
cent,  were  manufactures. 

Our  Share  in  the  Imports  of  Other  Conntries. — Statistics  are 
notoriously  dry  reading,  yet  we  ought  to  give  them  some  con- 
sideration, if  for  no  other  reason  in  the  hope  of  arriving  at  a  true 
estimate  of  the  value  to  us  of  our  various  foreign  markets  as  they 
existed  prior  to  the  war,  anticipating  that  relative  values  will  be 
about  the  same  when  the  trade  of  the  world  resumes  peaceful 
channels.  For  example,  we  are  told  of  the  small  proportion  of 
South  American  trade  which  the  United  States  enjoy.  As  a  mat- 
ter of  fact  it  has  not  been  notably  small  proportionately  and 
most  of  our  critics  would  be  confounded  were  they  to  know  that 
we  actually  enjoyed  just  as  large  a  share  of  the  total  trade  of 
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'  Europe  itself.  Col.  0.  P.  Austin,  late  Chief  of  the  Bureau  of 
Statistics  of  the  Department  of  Commerce,  is  authority  for  these 
pre-war  figures:  '*The  total  imports  of  the  European  countries 
are  about  $13,000,000,000,  of  which  we  supply  about  12  per  cent. ; 
those  of  Asia  and  Oceania  $2,800,000,000,  of  which  we  supply 
about  6  per  cent. ;  those  of  South  America  $1,000,000,000,  of  which 
we  supply  about  12  per  cent. ;  those  of  Africa  $500,000,000,  of 
which  we  supply  5  per  cent. ;  those  of  North  America,  other  than 
the  United  States,  $1,000,000,000,  of  which,  by  reason  of  prox- 
imity, we  supply  over  50  per  cent."  Let  the  relative  total  im- 
ports of  these  several  parts  of  the  world  be  carefully  noted,  as 
well  as  the  share  of  the  United  States  in  each  instance. 

In  the  ten  years  ending  1914  the  grand  total  of  our  Ameri- 
can export  trade  increased  61  per  cent.  Nearly  63  per  cent,  of 
this  grand  total  was  exported  to  Europe.  Our  export  trade  to 
that  general  destination  in  the  years  in  question  increased  40  per 
cent.  The  increase  in  our  trade  to  other  countries  of  North 
America  increased  125  per  cent.,  to  South  America  148  per  cent., 
to  Asia  and  Oceania  110  per  cent.,  to  Africa  12i/^  per  cent. 

The  United  Kingdom  alone  took  more  than  one  quarter  of  our 
total  exports  of  all  sorts  of  American  goods ;  the  whole  continent 
of  South  America  counted  for  only  5.  27  per  cent,  of  our  total  ex- 
ports. Germany  bought  from  us  nearly  three  times  as  much  as 
all  of  South  America.  Cuba  alone,  thanks  to  its  proximity  to  us 
and  to  tariff  favors  granted  American  goods,  took  from  us  con- 
siderably more  than  one-half  as  much  as  all  South  America 
bought  in  1914.  Asia  was  almost  as  large  a  buyer  of  American 
goods  as  South  America.  Two  countries  in  South  America,  the 
Argentine  Republic  and  Brazil,  counted  for  three-fifths  of  our 
trade  with  the  whole  continent. 

Having  such  facts  as  the  foregoing  in  mind,  let  us  briefly  re- 
view some  other  characteristics  of  the  several  broad  divisions  of 
our  export  markets. 

EUBOPE  AS  AN  EXPOBT  BIABKET 

The  general  importance  of  our  past  trade  with  Europe,  in 
times  of  peace,  has  already  been  suflSciently  emphasized.  How- 
ever, the  manufacturer  of  a  specific  article  will  do  well  to  investi- 
gate so  far  as  he  can  the  actual  figures  referring  to  exports  of  his 
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own  goods.  Germany  has  manufactured  cheaper  watches  than 
we  can,  yet  before  the  war  she  bought  American  watches  to  twice 
the  value  of  those  we  ship  to  all  Latin  America.  The  sewing 
machine  manufacturer  who  has  fancied  that  Latin  America 
would  be  his  best  market  may  be  surprised  to  find  that  although 
our  largest  American  manufacturer  of  sewing  machines  has  a 
factory  in  Glasgow  where  thousands  of  hands  are  employed,  yet 
Great  Britain  has  also  imported  from  the  United  States  as  many 
American  sewing  machines  per  annum  as  has  all  of  Latin 
America  put  together.  The  United  Kingdom  alone  buys  annu- 
ally from  us  in  times  of  peace,  more  locks  and  hinges,  and  more 
saws  than  does  all  of  South  America.  European  markets  as  a 
whole  absorbed  in  1914  twice  the  value  of  the  purchases  of 
American  shoes  of  all  the  countries  of  South  America  combined. 
France,  the  mother  of  automobiles,  before  the  war  was  buying  as 
many  American  cars  as  was  Mexico,  our  next  door  neighbor,  and 
England  three  times  as  many  as  all  South  America.  None  the 
less,  there  are  manufacturers  of  many  goods  who  will  not  for 
good  reason  regard  Europe  as  so  desirable  a  market  as  others. 
An  American  manufacturer  of  silk  neckties  may,  for  example, 
doubt  his  chances  of  cheaply  and  quickly  introducing  his  prod- 
ucts in  France  while  he  may  think  he  has  an  excellent  oppor- 
tunity in  Australia  or  in  some  of  the  countries  of  South  America. 

Undoubtedly  our  export  trade  to  the  European  countries  will 
be  somewhat  modified  for  several  years  following  the  res- 
toration of  peace.  There  will  be  many,  enormous  and  varied  de- 
mands from  Europe  which  we  shall  have  to  meet — some  of  them 
perhaps  of  temporary  character.  This  may  be  especially  true  in 
building  and  engineering  lines.  At  the  same  time,  there  will 
spring  up  again  the  same  opportunities  for  American  products 
that  existed  prior  to  the  war  and  in  certainly  as  great,  probably 
greater,  volume.  Europe  will  demand  in  the  future  more  care- 
ful and  more  studious  attention  on  the  part  of  American  manu- 
facturers than  it  has  in  the  past.  Competition,  at  first  quiescent, 
will  undoubtedly  grow  in  intensity,  but  will  no  more  unfavorably 
affect  chances  for  business  in  Europe  itself  than  it  will  aflPect 
chances  for  business  in  competition  with  European  manu- 
facturers in  other  parts  of  the  world. 

Interstate  Europwn  Commerce.— The  organization  of  trade 
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in  Europe  differs  materially  from  that  in  our  other  export 
markets.  The  Germans  do  not  call  Switzerland  or  Austria,  for 
example,  export  markets.  When  the  German  talks  of  export 
trade  he  means  oversea  trade,  although  of  course  his  oflScidl 
statistics  apply  to  all  trade  beyond  the  boundaries  of  the  German 
Empire.  The  several  countries  of  Europe  are  so  closely  situated 
and  so  intimately  allied  by  rail  and  telegraph  and  highway  that 
Germany,  Austria  and  Switzerland,  for  example,  are  comparable 
to  New  York,  Ohio  and  Pennsylvania.  It  follows,  therefore,  that 
the  trade  of  European  manufacturers  with  their  customers  in 
neighboring  countries  has  been  established  on  a  very  different 
basis  from  trade  of  the  same  manufacturers  with  customers  in 
Australia  or  South  America. 

The  interstate  European  trade  is  largely  one  direct  from 
manufacturer  to  retail  shop,  without  the  intermediary  of  the 
wholesaler  or  jobber.  Communication  between  manufacturer  and 
customer  is  quick  and  easy.  General  relations,  including  credits, 
are  therefore  affected  and  individual  orders  as  a  rule  are  only  a 
fraction  the  size  which  proper  export  orders  are  usually  expected 
to  assume.  All  these  things  affect  also  American  business  in 
European  markets.  Many  of  our  customers  have  found  it  neces- 
sary to  approximate  their  methods  to  European  manufacturers' 
methods  in  doing  business  with  buyers  in  these  markets.  How 
export  business  of  this  sort  may  be  safely  and  profitably  con- 
ducted will  appear  in  the  course  of  later  chapters. 

OUB  SOUTH  AMERICAN  FIELDS 

The  exaggeration  in  the  minds  of  many  people  in  this  country 
of  the  relative  importance  to  us  of  South  American  markets  has 
already  been  noted.  Another  misconception  should  be  corrected. 
The  principal  markets  of  South  America,  namely,  Argentina  and 
Brazil,  are  not  ''nearer  to  us'*  than  they  are  to  European  ship- 
ping points.  Distances  from  New  York  to  Buenos  Aires  and 
Rio  de  Janeiro  are  practically  the  same  as  from  Liverpool  to  the 
same  points.  Nor  can  South  American  countries  be  said  to  be 
"our  logical  markets."  It  must  never  be  forgotten  that  the 
people  of  South  America  are  of  Latin  blood  and  Latin  taste, 
that  where  mere  questions  of  personal  preference  are  involved 
their  orders  will  go  to  Europe  rather  than  to  the  United  States. 
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So  also  the  Englishman  in  England  will  buy  English  goods  in 
preference  to  American.  This  must  by  no  means  be  construed 
to  imply  that  there  is  not  a  rich  and  highly  desirable  future  in 
store  for  our  trade  in  South  America.  It  does  mean,  however, 
that  that  trade  is  not  coming  to  us  without  an  effort  or  for  any 
reasons  of  sentiment  or  proximity.  "We  shall  have  to  work  for  it 
and  cater  to  it.  And,  whatever  the  popular  impression  derived 
from  current  irresponsible  and  ignorant  discussion,  we  already 
enjoy  a  goodly  share  of  it  in  those  lines  in  which  we  are  at  pres- 
ent able  to  compete.  In  certain  textiles,  linen,  jute,  silk,  woolen 
and  cotton,  we  do  not  yet  rank  high  among  competitors  for  the 
world's  markets.  But  such  textiles  account  for  from  one-fifth  to 
one-quarter  of  Latin  America's  total  imports.  The  United  States 
have  hitherto  imported  a  large  part  of  our  own  requirements  of 
these  textiles,  even  many  cotton  specialties,  from  the  same  sup- 
pliers from  whom  Latin  America  has  bought. 

Exaggerated  Ideas  of  South  America. — Here  is  the  opinion  of 
a  man  who  least  of  any  one  can  be  accused  of  prejudice  against 
Latin  America — the  Hon.  John  Barrett,  Director  General  of  the 
Pan  American  Union.  In  an  address  before  the  American  Hard- 
ware Manufacturers'  Association  he  declared : 

''Men,  posing  as  great  authorities,  are  filling  the  newspapers 
and  magazines  with  all  kinds  of  stories  about  this  field  south  of 
us,  and  causing  great  numbers  of  our  men  and  women  to  have 
exaggerated  and  improper  ideas  of  it  and  possibly  to  take  steps 
that  will  bring  them  misfortune  rather  than  reward.  It  is  neces- 
sary under  the  circumstances,  therefore,  that  a  strong  note  of 
common  sense  view  must  be  struck  in  this  situation. 

**New  publications  are  being  started  to  exploit  a  field  which 
has  already  been  exploited.  There  are  hundreds  of  men  to-day 
who  formerly  would  never  pay  the  slightest  attention  to  Latin 
America,  but  who  now,  suddenly  finding  that  the  Latin  American 
is  on  the  map,  think  that  they  have  discovered  for  the  first  time 
a  field  that  has  already  been  discovered  for  long  years !  Those 
are  the  ones  you  must  be  cautious  against.  In  contrast  to  them, 
remember  the  reliable  and  stables  sources  of  information. 

**Bear  in  mind  that  this  field,  while  great  and  wonderful  and 
extraordinary  in  many  respects,  is  no  Eldorado.  You  are  not  go- 
ing down  there,  you  or  your  representatives,  to  find  the  Latin 
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Americans  and  their  buyers  standing  there  with  outstretched 
hands  filled  with  gold  to  purchase  anything  you  have  to  sell. 
But  it  is  a  good  time  either  to  go  there  yourself  or  to  send  men 
there  to  study  the  field  in  all  its  details,  to  become  intimately 
acquainted  with  the  conditions  of  demand  and  supply  and  compe- 
tition; to  establish  agencies  if  you  think  wise;  to  make  sales  if 
you  can;  but  withal  to  master  the  environment,  the  inspiration, 
the  character,  the  history,  the  social  conditions  of  the  markets, 
in  order  that  you  may,  when  this  war  is  over,  be  in  a  position  for 
*  lasting  success  in  competition.  Any  advantage  that  you  might 
gain  at  the  present  moment,  but  that  you  could  not  follow  up 
when  the  war  is  over,  would  be  of  little  value  to  you.  .  .  . 

'*  There  is  nothing  that  really  wearies  my  heart  and  soul  more 
than  those  men  in  public  life,  those  editors,  and  those  super- 
ficial writers  and  observers  who  are  preaching  throughout  the 
country  that  the  United  States  is  doing  no  business  in  Latin- 
America  and  ought  to  capture  the  field,  as  if  it  did  not  already 
know  something  about  it.  Ladies  and  gentlemen,  last  year  the 
United  States  conducted  a  greater  foreign  trade  with  the  twenty 
counftries  of  Latin-America  than  did  any  other  nation  on  the  face 
of  the  earth.  I  am  glad  you  applauded  that  statement,  because  a 
Congressman  the  other  day  became  angry  with  me  when  I  cor- 
rected his  error  of  statement  that  we  were  way  behind  in  Latin- 
American  trade.  He  seemed  to  be  sorry  to  learn  that  the 
United  States  had  that  record.  It  seemed  to  smash  all  his  ideas 
of  posing  as  a  discoverer  of  a  new  field.'' 

Sectioxis  of  South  America  Considered — ^It  is  perhaps  the 
West  Coast  of  South  America  that  has  been  most  subject  to  ex- 
aggeration as  to  its  present  and  future,  owing  to  the  improved 
facilities  for  reaching  that  coast  offered  by  the  Panama  Canal. 
The  countries  involved  include  Chile,  Peru,  Bolivia,  Ecuador  and 
the  Pacific  coast  of  Colombia.  Most  of  this  long  stretch  of  terri- 
tory is  a  narrow  and  arid  ribbon  between  the  Pacific  and  the 
Andes,  rising  only  a  few  miles  back  from  the  coast.  In  the  south 
the  climate  is  cold,  in  the  north  tropical.  None  of  these  countries 
is  largely  populated  and  in  all  of  them  a  large  percentage  of  the 
population,  as  shown  by  statistics  or  estimates,  consists  of  native 
Indians.  Furthermore,  population  has  not  been  increasing  fast, 
nor  does  it  appear  from  any  evidence  thus  far  discovered  that  a 
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more  rapid  increase  is  probable  in  the  near  future.  It  is  by  no 
means  wise,  therefore,  to  exaggerate  trade  possibilities  on  the 
West  Coast. 

In  the  north,  Venezuela  and  Colombia  are  backward  in  every 
sense  of  the  word.  Development  can  hardly  be  said  to  have  been 
begun  as  yet,  while  political  conditions  are  characteristically  un- 
settled and  they,  as  well  as  local  regulations,  do  not  at  present 
promise  to  stimulate  the  growth  of  emigration  or  any  great  in- 
crease of  commerce. 

In  regard  to  Brazil  it  is  to  be  noted  that  the  northern  or 
Amazonian  districts  are  virtually  distinct  and  separate  from  the 
richer  and  more  prosperous  cities  in  the  southern  part  of  the  re- 
public. The  trade  of  Para  and  Manaos  is  practically  as  distinct 
from  the  trade  of  Rio  de  Janeiro  as  would  be  trade  in  another 
country.  It  is  almost  as  easy  and  certainly  quite  as  agreeable  for 
a  man  to  go  from  Rio  to  Europe  as  to  make  the  journey  from 
Rio  to  the  Amazon. 

CENTRAL  AMERICA  AS  A  MARKET 

In  Central  America  we  have  a  group  of  petty  republics  not  one 
of  them  boasting  a  total  population  larger  than  that  of  a  fourth- 
class  city  in  the  United  States.  Costa  Rica  and  Salvador  may 
be  said  to  possess  stable  governments,  and  Panama  under  the 
wing  of  the  United  States  must  keep  her  government  stable.  A 
similar  condition  cannot  be  said  to  maintain  in  the  remaining 
three  republics.  However,  all  the  Central  American  States  de- 
pend most  largely  for  their  supplies  on  the  United  States,  and 
probably  will  continue  to  do  so  in  increasing  ratio.  The  total 
volume  of  their  business  is  considerable  and  well  worth  having, 
but  after  all  it  is  only  a  drop  in  the  bucket  and  while  it  requires 
thought  and  attention  it  would  be  a  great  mistake  to  waste  too 
much  effort  on  it. 

Another  warning  is  here  in  order:  If  we  ought  not  to  ex- 
aggerate the  importance  of  our  export  trade  to  the  Latin  Ameri- 
can countries,  neither  must  we  underestimate  it.  Their  four 
or  five  principal  markets  hold  out  most  attractive  possibilities  to 
our  commerce  and  each  one  of  the  others  should  receive  its  ap- 
propriate and  due  share  of  attention. 
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MEXICO,  CUBA  AND  THE  WEST  INDIES 

When  Mexico  was  at  peace  with  herself  she  bought  consider- 
ably more  than  half  of  her  total  supplies  from  us  in  the  United 
States.  This  was  the  entirely  natural  consequence  of  proximity 
and  frequent  and  quick  inter-communication,  to  say  nothiog  of 
certain  American  influences  which  have  made  themselves  felt  in 
Mexico  partly  because  of  the  same  proximity  and  partly  through 
the  presence  on  Mexican  soil  of  thousands  of  citizens  of  the 
United  States  and  the  investment  there  of  many  millions  of 
American  dollars.  Mexico  will  again  become  a  large  and  a 
valued  customer  of  ours.  Our  position  in  her  markets  will  prob- 
ably be  strengthened  and  improved. 

Cuba  is  already  the  most  important  Latin  American  market  we 
have.  The  island  has  bought  from  us  more  than  twice  as  much 
as  either  Mexico,  Argentina  or  Brazil  has  ever  bought.  Our 
trade  has  been  fostered  not  only  by  the  nearness  of  Havana  to 
New  York,  Key  West  and  New  Orleans,  by  many  an  innovation 
introduced  during  the  American  interventions  following  the 
Spanish-American  War,  by  a  small  but  a  noticeable  number  of 
American  residents  in  Cuba,  but  also  by  the  preference  in  Cuban 
duties  in  favor  of  goods  of  the  United  States,  amounting  in  most 
instances  to  about  20  per  cent.  Despite  the  considerable  share 
we  have  secured  in  Cuban  business  there  still  remain  numberless 
opportunities  for  expanding  our  trade  and  many  and  many  an 
American  article  which  might  profitably  and  largely  be  intro- 
duced is  at  present  unknown. 

Our  own  possession,  the  island  of  Porto  Rico,  is  much  smaller 
than  Cuba  and  by  no  means  naturally  so  rich.  American  goods 
entering  Porto  Rico  free  of  duty  have  naturally  assumed  the  pre- 
ponderant share  in  the  island's  imports.  Both  Haiti  and  Santo 
Domingo  have  been  so  unsettled  politically  in  recent  years  that 
commerce  has  suflFered  and  even  improvements  projected  by 
American  capitalists  have  been -abandoned,  temporarily  it  may  be 
hoped,  especially  in  view  of  the  existing  American  protectorates. 
The  greater  part  of  the  trade  of  both  republics,  however,  comes 
and  will  continue  to  come  to  us. 

With  th^  exception  of  Jamaica,  the  same  ^on^tipn  of  trad« 
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cannot  be  said  to  characterize  the  remainder  of  the  West  Indies, 
especially  the  British  islands,  which  are  those  most  important 
commercially.  Although  small  markets,  much  more  might  be 
done  to  develop  our  trade  with  them  and  the  character  of  that 
trade  and  its  stability  should  encourage  such  efforts. 

AUSTRALASIAN  MARKETS 

New  Zealand,  Australia  and  Tasmania,  which  (with  certain 
other  British  possessions  in  the  South  Seas)  are  grouped  to- 
gether in  the  term  Australasia,  continue  as  for  years  past  to  be 
good  customers  for  American  wares.  In  some  respects  the  peo- 
ple of  these  British  Colonies  more  nearly  approximate  Ameri- 
cans than  do  any  others.  Commerce  is  concentrated  at  a  few 
points.  In  Australia  the  trade  of  each  of  the  States  of  the 
Commonwealth  is  tributary  to  the  capital  of  that  State.  While 
there  are  a  few  other  important  cities,  it  is  in  Sydney  and  Mel- 
bourne that  the  bulk  of  the  import  trade  for  the  whole  Common- 
wealth is  centered.  In  New  Zealand  there  is  no  one  city  pre- 
dominating in  population  or  commercial  importance,  but  Auck- 
land, Wellington,  Christchurch  and  Dunedin  are  the  principal 
points.  Australasia  does  not  grow  fast  in  population  nor  have 
efforts  to  develop  manufacturing  industries  been  generally  or 
conspicuously  successful.  It  is  essentially  an  importing  market. 
Per  capita  purchases  of  goods  from  oversea  are  exceptionally 
large.  New  Zealand's  probably  larger  than  those  of  any  other 
country.  The  field,  therefore,  is  an  exceedingly  fertile  one.  The 
author  when  last  visiting  these  colonies,  in  1917,  found  them  won- 
derfully prosperous  and  the  share  of  the  United  States  in  their 
trade  is  certain  to  be  much  larger  in  the  future  than  heretofore. 
The  personal  and  trade  characteristics  of  those  markets  should 
commend  them  especially  to  the  cultivation  of  American  manu- 
facturers. 

THE  MARKETS  OF  AFRICA 

The  South  African  Union  is  comparable,  so  far  as  the  people 
are  concerned,  to  Australasia.  The  trade,  however,  is  of  some- 
what different  character  for,  of  course,  a  great  share  of  the  pros- 
perity of  the  Union  depends  upon  the  rich  and  famous  mines  of 
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the  Transvaal,  centemg  at  Johannesburg.  It  is  only  in  recent 
years  that  agriculture  has  made  any  notable  progress  and  its 
development  is  still  much  inferior  to  that  of  Australia.  No 
doubt  is  expressed  in  any  quarter  as  to  the  future  of  the  South 
African  Union.  Its  rise  in  population  is  likely  to  be  slow  but 
its  trade  will  continue  considerable,  as  it  is  of  highly  satisfactory 
and  stable  character.    Our  share  in  it  ought  to  be  much  larger. 

The  several  colonies  established  by  the  various  nations  of 
Europe  on  the  East  Coast  and  the  West  Coast  of  Africa  call  at 
present  for  no  comment  here  and  little,  if  any,  attention  on  the 
part  of  manufacturers.  In  the  north  of  "the  African  continent, 
Morocco,  Algeria  and  Tunis  are  subject  to  all  the  restrictions  of 
the  French  customs  tariff,  and  in  many  instances  it  is  preferable 
to  develop  trade  in  these  markets  through  houses  having  head- 
quarters in  France.  Tripoli,  lately  acquired  by  Italy,  is  un- 
known commercially. 

Egypt,  on  the  other  hand,  is  an  important  and  desirable  market 
to  which  we  of  the  United  States  have  hitherto  paid  far  too  little 
attention.  Despite  the  mixture  of  races  to  be  found  in  the  com- 
mercial communities  of  Egypt  and  the  consequent  and  extreme 
care  necessary  in  establishing  and  carrying  on  trade,  the  laws 
provided  through  British  influence  are  sound.  There  are  several 
important  cities  which  offer  a  considerable  and  a  promising  trade, 
whether  or  not  the  great  hinterland  of  Egypt,  the  Soudan,  ever 
develops  to  its  anticipated  importance. 

TRADE  WITH  THE  ORIENT 

The  remaining  principal  commercial  markets  of  the  world  we 
may  group  together  as  the  Orient,  including  under  this  head 
Japan,  China,  the  Philippines,  British  India,  the  Dutch  East 
Indies,  Siam,"etc. 

Our  Japanese  Uarket. — Japan  will  undoubtedly  continue  for 
many  years  to  come  to  be  at  least  equally  as  important  a  market 
for  American  goods  as  in  recent  years.  It  may  be  possible,  how- 
ever, that  the  character  of  our  exports  to  Japan  will  change  to 
some  extent,  that  we  may  find  demanded  an  increasing  propor- 
tion of  what  are  called  ''manufactures  for  further  use  in  manu- 
facturing.'' It  would  not  be  surprising  if  this  is  the  case  in 
view  of  the  advancement  of  Japan's  national  manufacturing 
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industries.  None  the  less,  if  western  influence  continues  to  af- 
fect Japan,  it  is  certain  that  no  more  than  other  manu- 
facturing nations  can  she  be  equal  to  the  supply  of  all 
sorts  of  goods  demanded  by  modern  civilization.  There  is  no 
more  reason  why  Japan  should  be  self-sufficient  than  that  Eng- 
land or  the  United  States  should  be  so.  Those  commentators  on 
international  commerce  who  see  no  future  in  Japan  for  the  trade 
of  any  other  country  may  perhaps  forget  this  aspect. 

China's  Trade.— The  future  of  China  is  as  yet  too  undeter- 
mined to  make  safe  any  predictions  as  to  the  course  the  commerce 
of  that  great  new  republic  will  take.  For  the  moment  the  in- 
tricate systems  of  railway  development  so  urgently  demanded, 
which  have  for  a  number  of  years  been  planned,  seem  to  be  held 
in  abeyance  awaiting  internal  political  and  external  diplomatic 
events.  There  are  many  reasons  why  American  imports  should 
be  especially  favored  in  China.  It  is  even  probable  that  al- 
though our  Governmental  support  was  withdrawn  from  pro- 
posals of  American  capitalists  to  participate  in  Chinese  railway 
construction,  yet  our  money  and  our  engineers  will  ultimately  be 
found  taking  some  share  in  the  development  of  that  vast  terri- 
tory. In  any  case,  it  would  seem  that  an  increase  in  our  trade 
with  its  hundreds  of  millions  of  inhabitants  is  morally  certain  to 
result. 

At  present  most  international  trade  is  carried  on  through 
great  commercial  houses  located  at  a  few  Chinese  ports,  notably 
at  Shanghai.  Hong  Kong,  another  great  distributing  center, 
while  practically  on  Chinese  territory,  is,  it  will  be  remembered,  a 
British  possession.  It  may  rank,  however,  as  a  Chinese  port  in  a 
consideration  of  trade  with  China.  Of  course,  it  must  not  be 
forgotten  that  among  other  variations  in  the  trade  of  this  enor- 
mous country  that  of  climate  is  especially  to  be  noted.  The 
south  of  China  is  hot,  the  north  cold.  There  is  very  much  the 
same  difference  between  the  climate  of  Shanghai  and  that  of 
Peking  as  between  New  Orleans  and  New  York. 

The  Philippine  Tslands. — Our  American  possessions  in  the  Far 
East,  the  Philippine  Islands,  have  been  profitable  investments,  at 
least  in  a  commercial  way.  No  doubt  our  Government  ought  to 
do  a  good  deal  more  for  the  islands  than  it  has  accomplished  or 
offered  to  do  thus  far.    But  the  institution  of  free  trade  in 
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American  goods  has  resulted  in  bringing  to  us  a  large  part  of 
the  business  that  formerly  went  to  Europe.  There  still  remains 
a  goodly  share  of  other  business  which  we  ought  to  be  able  to 
secure — in  fact,  British  and  other  European  traders  have  ex- 
pressed amazement  that  we  have  not  obtained  a  larger  share 
hitherto.  Besides  American,  there  are  large  business  houses  in 
Manila  of  sundry  nationalities — English,  Spanish,  etc.,  dating 
from  before  our  annexation  of  the  islands. 

Possibilities  in  British  India. — British  India,  it  will  surprise 
many  Americans  to  know,  is  the  second  largest  market  for  Eng- 
lish goods.  England  counts  the  United  States  as  its  biggest 
market  but  British  India  comes  immediately  after  the  United 
States,  as  more  important  than  Germany  ever  was,  or  any  other 
country  or  British  Colony  in  the  world.  This  is  largely  because 
of  the  great  British  cotton  piece-goods  trade.  Every  man, 
woman  and  child  of  the  350,000,000  inhabitants  of  India  wears  a 
little  piece  of  cotton  cloth,  if  nothing  else.  In  much  of  this 
particular  trade  we  of  the  United  States  for  certain  reasons  are 
not  just  now  fitted  to  compete,  but  there  are  hundreds  of  Ameri- 
can lines  which  could  be  and  which  ought  to  be  largely  sold 
throughout  India.  Nine-tenths  of  our  manufacturers  appear  to 
have  entirely  overlooked  this  market. "  Few  even  of  our  profes- 
sional export  merchants  have  given  attention  to  it. 

The  manufacturer  or  exporter  must,  however,  note  a  marked 
characteristic  which  distinguishes  the  trade  of  India  and  of  East 
Indian  markets  in  general.  There  is  the  native  or  bazar  trade, 
and  there  is  the  entirely  distinct  and  separate  trade  of  British 
or  other  European  shops.  In  Bombay,  Calcutta,  Madras,  Ran- 
goon and  other  important  cities,  the  high  class  retail  trade  cater- 
ing to  Europeans  and  Eurasians  is  conducted  by  British  or  other 
European  firms.  These  firms  do  not,  as  a  rule,  buy  from  local 
importers,  certainly  never  from  a  native  agent.  Nor  do  the 
thousands  of  European  residents  buy  their  supplies,  except  green 
groceries,  from  native  dealers.  On  the  other  hand,  if  it  is  de- 
sired to  reach  the  great  native  population  then  goods  must  be 
sold  through  native  shops  and  in  the  bazars.  This  result  may  be 
sought  through  the  intermediary  of  great  wholesale  import 
houses  who  may  be  either  of  European  or,  less  frequently,  of  na- 
tive origin.    These  general  importers  do  not  and  cannot  supply 


Digitized  by 


Google 


86  PRACTICAL  EXPORTING 

the  high  class  ** white"  shops.  They  depend  on  the  enormous 
number  of  native  establishments  whose  orders  they  seek,  either 
carrying  extensive  stocks  as  wholesale  merchants  or  bringing  out 
on  special  indents  goods  as  ordered  by  their  customers  from 
samples.  The  manufacturer  who  has  goods  suited  both  for  Euro- 
pean trade  and  native  trade  must,  therefore,  adopt  two  different 
means  of  introducing  these  goods  in  India. 

SOME  FOREIGN  PRACTICES  STRANGE  TO  US 

Do  not  fancy  that  because  at  home  we  do  things  in  this  or 
that  way  other  countries  must  also  do  them  in  the  same  way. 
The  chances  are  rather  in  favor  of  their  doing  them  differently. 
Many  of  our  systems,  politics,  laws,  like  our  tariff,  are  our  own. 
Other  lands  have  their  own.  Our  dollar  is  not  known  in  every 
other  foreign  country.  There  is  many  a  millionaire  foreign 
merchant  who  does  not  speak  or  read  a  word  of  English.  It 
should  be  our  part  before  embarking  seriously  on  an  export 
campaign  to  learn  as  much  as  possible  about  practices  in  vogue 
in  foreign  countries.  Something  can  be  accomplished  at  the 
very  outset  and  our  knowledge  will  be  constantly  extended  as 
our  experience  grows.  This  is  one  of  the  broadening  features  of 
export  trading  which  should  help  us  in  every  aspect  of  social  no 
less  than  business  relations. 

Our  Ways  Different— Other  peoples  do  not  invariably  think 
and  act  just  as  do  Americans  and  we  ought  to  be  glad  of  it, 
for  the  gaiety  of  nations  is  thereby  multiplied  a  hundredfold. 
The  world  would  be  a  mighty  humdrum  sort  of  place  did  each 
member  of  our  own  community  think  and  act,  even  dress,  exactly 
as  do  his  neighbors.  In  business  it  is  to  our  interest  to  consider 
our  friends'  characteristics  and  to  cater  to  their  idiosyncrasies. 

The  Japanese  governor  of  the  Province  of  Yokohama  has  just 
issued  an  order  to  its  citizens  (an  old  letter  says)  in  the  course 
of  which  they  are  instructed  that  ** foreigners'  ages  should  not  be 
asked,  except  in  case  of  absolute  necessity."  It  is  often  so  easy 
to  avoid  offending  foreigners,  often  such  a  simple  matter  to  do 
things  in  the  right  way,  the  way  that  will  please.  Nothing  used 
to  offend  a  merchant  in  the  Austrian  capital  more  than  to  receive 
letters  addressed  Vienna,  ''Germany."    A  customer  in  Warsaw 
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always  preferred  to  be  addressed  ''Russian  Poland"  instead  of 
''Russia." 

English  as  Spoken  in  England.— We  do  not  use  the  English 
language  in  just  the  same  way  that  that  language  is  used  in 
Great  Britain  and  the  British  Colonies.  We  call  almost  every 
sort  of  a  place  of  business  in  this  country  a  "store,"  but  in  Eng- 
land smaller  and  practically  all  retail  establishments  are  usually 
called  "shops" — "store"  being  considered  in  its  first  signification 
of  a  warehouse  and  its  application  restricted  to  very  large  estab- 
lishments, in  the  retail  trade  chiefly  to  some  department  stores. 
We  have  in  this  country  what  we  call  the  "shirt  waist"  but, 
when  one  stops  to  think  about  it,  "waist"  is  not  properly  an 
article  of  wearing  apparel.  The  garment  might  far  more  prop- 
erly be  called  by  its  English  and  French  name,  "blouse."  Of 
course,  no  other  people  than  our  own  confuse  the  terms  "pants" 
and  "trousers."  The  use  of  "vest"  as  indicating  a  waistcoat 
instead  of  an  undershirt,  is  fortunately  falling  out  of  fashion 
even  in  the  United  States.  We  use  the  verb  "to  fix"  in  all  sorts 
of  senses,  particularly,  to  remedy,  repair  or  arrange,  but  in 
England  its  use  is  restricted  to  its  primary  meaning,  to  fasten  or 
to  affix. 

Many  trade  terms  are  similarly  used  in  quite  other  senses  in 
the  United  States  than  in  foreign  countries.  What  in  the 
United  States  is  known  as  a  lumber  dealer  is  called  in  England 
a  timber  merchant.  The  American  wrench  is  more  commonly 
called  "spanner"  by  British  engineers  and  machinists  every- 
where. We  use  indiscriminately  the  words  boots  and  shoes. 
N.ot  so  among  the  English,  where  shoes  is  used  only  to  indicate 
low  cut  articles  of  footwear.  A  boot  is  what  we  call  a  buttoned 
or  laced  high  cut  shoe.  Another  illustration  which  the  present 
author  has  frequently  used  of  the  exact  reversal  of  trade  terms 
in  the  United  States,  is  the  use  in  our  boot  and  shoe  trade  of  the 
ranges  of  sizes  called  respectively  boys  and  youths.  In  this 
country  youths'  sizes  run  from  lis  to  2s,  boys*  from  2V^  to  51/^. 
In  England  the  practice  is  the  reverse  of  this  and  the  English 
seems  to  be  more  appropriate,  since  a  youth  is  certainly  older 
than  a  boy. 

There  might  be  a  subject  here  for  a  large  and  rather  interesting 
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book,  but  in  any  event  it  should  be  clear  that  when  we  are 
doing  business  with  British  customers  there  will  be  nothing  lost 
in  conforming  our  language  to  theirs  no  matter  how  thoroughly 
Yankee  we  may  feel.  If  we  write  *  *  Your  favour  received, ' '  using 
the  customary  English  spelling  of  the  word  we  spell  **favor,"  no 
harm  certainly  will  be  done,  while  we  may  thus  successfully  in- 
dicate to  our  correspondents  that  we  are  familiar  with  their  own 
practice.* 

Jobbing  Houses  Abroad. — ^A  good  many  American  manu- 
facturers in  expressing  a  wish  to  establish  an  export  trade  de- 
clare that  they  only  intend  to  do  business  with  **  jobbers."  As 
a  matter  of  fact  jobbers,  as  we  know  them,  do  not  exist  in  great 
numbers  in  any  foreign  country.  The  function  of  the  Ameri- 
can jobber  is  performed  by  houses  of  slightly  different  character 
in  most  other  lands.  The  one  notable  exception,  the  trade  in 
which  what  we  call  jobbers  exist  almost  everywhere,  is  in  the 
piece-goods  business.  When  we  go  abroad  we  shall  find  in  all 
countries  great  establishments  piled  high  with  cotton  or  woolen 
goods.  There  are  houses  in  England  which  we  should  call 
hardware  jobbers  or  shoe  jobbers.  There  are  some  in  Australia. 
Usually,  however,  in  foreign  countries  big  houses  which  may  be 
wholesalers  are  retail  dealers  as  well,  for  although  they  supply 
some  small  local  establishments  and  some  country  trade,  yet  as 
retailers  they  enter  into  immediate  competition  in  their  own 
city  with  other  similar  establishments.  This  is  especially  true 
throughout  Latin  America.  For  example,  one  of  the  largest 
houses  in  thfe  Argentine  Republic  imports  lumber,  machinery, 
agricultural  implements,  hardware,  oflfice  desks,  furniture,  and 
other  goods.    It  does  a  big  wholesale  business,  but  it  also  retails 

iThe  advice  of  a  prominent  representative  of  the  hardware  trade,  E. 
C.  Simmons,  of  the  Simmons  Hardware  Ck)mpany,  St.  Louis,  is  worthy 
of  note.  "To  successfully  do  business  with  any  people,  you  must  not  only 
understand  them  and  sympathize  with  them,  but  you  must  likewise  look 
at  all  things  from  their  point  of  view.  Nothing  in  the  world  is  so  edu- 
cational and  so  illuminating  as  to  get  and  consider  the  other  fellow's 
point  of  view.  We  have  too  much  of  that  Anglo-Saxon  pride  of  race 
which  regards  itself  as  superior  to  other  people,  when  in  truth  it  would 
be  much  better  from  all  points  of  view,  much  more  kindly,  much  more 
charitable,  much  more  profitable,  and  often  more  in  accordance  with  facts, 
to  merely  rank  them  as  different,  rather  than  attempt  to  institute  any 
comparison  as  to  superiority,  or  the  reverse." 
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goods  through  its  branches  in  Buenos  Aires,  Rosario,  etc.  It 
cannot,  therefore,  be  regarded  as  a  jobber  in  a  position  to  sell 
competing  retail  houses  in  these  citied.  On  the  Continent  of 
Europe  there  are  comparatively  few  jobbing  houses  because  of 
the  established  custom  of  direct  dealings  from  factory  to  re- 
tailer. 

Indent  Merchants. — In  general  the  position  of  the  American 
jobbing  house  is  usually  taken  in  other  countries  either  by  the 
general  importer  or  by  the  local  commission  agent.  The  gen- 
eral importer  may  be  either  a  merchant  on  his  own  account  or  he 
may  be  purely  an  indent  merchant.  In  the  first  case  he  buys 
goods  that  may  appeal  to  him,  puts  them  in  stock  and  sells  them 
to  retailers  as  occasion  may  offer.  If  he  imports  strictly  on 
indent,  he  usually  solicits  orders  from  the  trade  on  t&e  basis  of 
sample  or  catalogue  and  in  due  course  despatches  an  order  to 
the  manufacturer  or  other  supplier  abroad  for  the  aggregate 
quantities  of  different  kinds  of  goods  for  which  he  has  re- 
ceived indent  orders  from  his  local  customers.  When  these 
goods  are  received  the  respective  quantities  are  apportioned 
among  his  customers  who  have  entrusted  him  with  their  indents. 
In  these  cases  the  importer  himself  may  biit  usually  does  not 
carry  stocks  of  his  own  in  addition  to  the  indent  business  just 
described.  Not  only  do  these  general  importers  carry  on  busi- 
ness in  a  great  many  different  branches  but  there  are,  and  again 
especially  in  Latin  America,  a  great  many  more  general  retail 
shops  still  existing  than  is  usual  in  the  United  States  where,  as 
in  Europe,  trade  has  become  more  highly  specialized. 

Women  in  European  Business  Life. — It  may  be  worth  noting 
at  this  place  that  in  other  countries  retail  establishments  dif- 
fer from  ours  in  respects  which  the  American  seeking  orders 
from  them  should  bear  in  mind.  Women  are  by  no  means  un- 
known here  in  the  United  States  as  heads  of  departments  and 
even  as  proprietors  .of  their  own  shops.  But  in  Europe  espe- 
cially, the  wife  is  more  commonly  than  not  her  husband's  assist- 
ant in  his  shop,  sometimes  as  a  clerk,  very  often  as  cashier.  No 
visitor  to  a  shop  on  the  Continent  of  Europe  will  make  a  mis- 
take in  saluting  the  cashier  on  entering  the  shop  and  in  always 
treating  with  great  deference  her  who  appears  to  be  the  pro- 
prietor's helpmate  in  ways  that  are  comparatively  rare  in  our 
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own  country.  If  she  does  not  '*wear  the  trousers''  she  may  yet 
exercise  a  potent  influence  in  advising  her  lord  and  master  as  to 
his  orders.  In  Europe,  too,  perhaps  as  a  consequence  of  condi- 
tions just  explained,  a  widow  much  oftener  carries  on  the  busi- 
ness of  h^r  dead  husband  than  follows  the  American  practice  of 
selling  it  out  or  closing  it  up.  Hence  we  find  the  many  firm 
names  beginning  with  veuve  or  viuda,  the  French  and  Spanish 
words  for  the  English  ** widow." 

''One  Price  Only." — One  price  to  all,  or  as  the  French  put  it 
prix  fixe  or  the  Germans  feste  Preis,  is  a  principle  more  honored 
in  the  breach  than  in  the  observance  in  almost  every  foreign 
country,  excepting  only  Great  Britain  and  the  British  Colonies. 
Possibly  there  are  some  of  the  great  retail  establishments  in 
Paris  or  Berlin  where  bargaining  over  the  price  of  goods  is  not 
possible,  but,  in  principle,  in  the  retail  shops  of  the  Continent  of 
Europe  as  throughout  the  Orient  and  in  Latin  America,  bar- 
gaining is  the  rule  even  where  ''one  price  only"  is  advertised. 
This  inevitably  affects  the  attitude  of  the  proprietors  of  shops 
toward  traveling  salesmen  who  offer  them  goods.  The  buyers 
expect  to  bargain  over  the  pf  ices  named  by  the  salesmen.  They 
have  to  do  so  in  the  case  of  European  salesmen.  The  American 
Sometimes  has  difficulty  in  persuading  his  prospect  that  this  is 
not  an  American  custom  and  that  the  prices  named  are  the  only 
ones  he  has  to  offer. 

However,  our  manufacturers  in  taking  up  the  export  trade 
will  be  well  advised  if  they  do  not  carry  too  far  our  national 
principle  of  one  price  to  all.  It  will  be  found  far  better  to 
graduate  prices  for  export  in  one  way  or  another.  There  are  a 
good  many  contingencies  to  be  provided  for.  While  this  sub- 
ject will  be  taken  up  again  in  the  course  of  later  chapters  yet 
for  the  present  it  should  here  be  noted  that  the  principle  of  one 
price  to  all  is  not  regarded  by  most  authorities  as  that  which 
should  govern  export  trade  relations. 

Formality  in  Btudness  Abroad — In  most  foreign  countries, 
but  above  all  throughout  Europe,  a  good  deal  more  formality  is 
usually  shown  in  business  relations  than  we  are  accustomed  to 
in  the  United  States.  Orders  are  contracts  and  are  usually 
signed  both  by  the  buyer  and  seller,  or  by  the  latter 's  repre- 
sentative.   A  sample  is  a  sample,  and  whenever  possible  is  re- 
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tained  by  the  buyer  for  comparison  with  the  goods  ultimately 
delivered.  The  general  principle  of  formality  may  be  illus- 
trated in  the  custom  of  always  initialing  any  changes  or  inter- 
lineations in  a  letter  or  a  copy  of  a  document.  So  in  England, 
where  carbon  copies  of  correspondence  are  used  for  filing,  great 
care  is  taken  that  all  changes  in  such  carbon  copies  are  identical 
with  the  original  and  each  carbon  copy  is  initialed  by  its  writer 
before  it  is  admitted  into  the  files. 

The  language  employed  in  foreign  correspondence  should  al- 
ways be  exact  as  well  as  formal  and  dignified.  Above  all  things 
American  slang  must  be  strenuously  excluded.  Grammatical 
English  must  at  least  be  employed  when  we  write  in  our  own 
language.  Tet  it  is  a  mistake  to  suppose  that  foreign  business 
men  are  either  better  educated  or  are  better  business  men  than 
are  we.  The  proportion  of  selfmade  men  to  be  found  in  the 
business  communities  of  Europe  is  another  surprise  for  those 
of  us  who  have  been  accustomed  to  fancy  that  successful  business 
men  of  this  stamp  are  more  common  in  the  United  States. 

FOREIGN  CXTRRENCIES 

It  is  essential  that  the  exporter  familiarize  himself  with  the 
various  monetary  systems  of  foreign  countries,  for  contrary  to 
what  some  of  us  would  like  to  believe,  the  American  dollar  is  not 
universally  known  or  understood.  Yet  the  use  of  foreign  de- 
nominations of  money  should  be  absolutely  restricted  to  a  few 
of  the  great  standard  currencies  of  the  world.  Certainly  no 
transactions  whatsoever  should  be  attempted  in  the  currencies  of 
countries  where  a  silver  or  paper  basis  prevails  and  exchange 
rates  are,  therefore,  constantly,  sometimes  daily  fluctuating. 
This  is  the  chronic  state  of  affairs  in  almost  every  country  of 
Latin  America  (Venezuela,  Uruguay,  Peru,  Cuba  and  Costa  Rica 
are  notable  exceptions),  and  also  in  Spain  and  Portugal. 

The  English  Pound  Sterling.— The  first  essential  in  a  knowl- 
edge of  foreign  moneys  is  to  learn  the  British  or  sterling  system. 
The  pound  sterling  is  divided  into  20  shillings,  each  shilling  into 
12  pence.  The  actual  gold  value  ot  the  pound  is  approximately 
$4.87.  Its  exchange  value  in  normal  times  varies,  of  course, 
according  to  the  balance  of  trade  between  our  country  and 
Great  Britain,  that  is,  when  we  are  shipping  more  goods  to  Great 
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Britain  than  we  are  buying  from  her  or  Great  Britain  for  some 
reason  owes  us  more  money  than  we  owe  her,  the  value  in  this 
country  of  the  pound  is  less  than  when  conditions  are  the  re- 
verse and  we  have  been  buying  more  British  goods  than  the 
value  of  American  goods  shipped  to  Great  Britain.  Bankers  in 
New  York  may  accordingly  quote  exchange  on  London  at  all  the 
way  from  $4.00  up  to  $5.00,  both  limits  being  extraordinary 
figures  brought  about  by  the  European  War.  The  gold  points, 
when  we  export  or  import  specie,  usually  are  approximately 
$4.84  and  $4.88.  For  ready  calculation  the  pound  may  be  called 
worth  $4.80  in  normal  times.  This,  of  course,  will  perhaps  never 
be  exact  and  should  not  be  depended  upon  in  any  close  calcula- 
tions, but  for  general  estimates  it  is  easy  to  remember  and  is  a 
ready  basis  for  converting  English  money  into  American  or  vice 
versa,  when  exchange  again  becomes  normal. 

On  the  basis  of  $4.80  to  the  pound  each  one  of  the  20  shillings 
which  make  up  that  pound  is  worth  24  cents  and  each  one  of  the 
12  pence  which  make  one  shilling  is  worth  2  cents.  If,  there- 
fore, we  have  the  sum  of  say  £50.  12.  6.  to  convert  into  terms  of 
American  money,  we  shall  multiply  £50  by  4.80,  obtaining  $240 ; 
the  shillings  at  24  cents  each  will  reduce  to  $2.88^  and  the  6 
pence  at  2  cents  each  resulting  in  12  cents,  would  give  us  a  total 
of  $243.  as  the  equivalent  of  £50.  12.  6.  The  reverse  operation 
is  thus  performed :  Suppose  we  have  the  sum  of  $250  to  convert 
to  its  approximate  equivalent  in  pounds,  shillings  and  pence. 
About  the  easiest  way  of  performing  the  operation  is  to  call  the 
$250  25,000  cents  ($250.00) ;  dividing  by  2  cents  to  the  English 
penny  we  have  12,500  pence ;  dividing  this  amount  by  12  pence 
to  the  shilling  we  have  1,041  shillings  and  8  pence.  The  shill- 
ings are  in  turn  divided  by  20,  being  the  number  of  shillings  to 
the  pound,  and  we  have  a  final  result  of  £52.  1.  8.  as  the  equiva- 
lent of  $250  at  this  nominal  exchange  rate  of  $4.80  to  the  pound. 
Of  course,  this  operation  can  be  performed  in  a  number  of  differ- 
ent ways  but  the  foregoing  will  be  found  by  many  the  easiest 
and  simplest,  as  soon  as  the  pound  resumes  its  old  value. 

It  should  be  remembered  that  as  the  British  system  is  not  on 
the  decimal  basis,  what  we  should  call  *'even  money"  parts  of 
the  various  denominations  are  a  little  strange  to  us.  Thus  frac- 
tions of  a  pound  or  of  a  shilling  are  popularly  on  the  basis  of 
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quarters  or  eighths.  Ten  shillings  (half  a  pound),  5  shillings 
(quarter  of  a  pound),  2  shillings  6  pence  (2^/^  shillings,  one- 
eighth  of  a  pound)  are  used  where  we  would  use  even  dollar 
terms.  So  in  regard  to  the  fractions  of  a  shilling,  9  pence 
(three  quarters  of  a  shilling),  6  pence  (half  a  shilling),  3  pence 
(quarter  of  a  shilling),  are  used  where  we  should  employ  nickels, 
dimes  and  quarters.  As  of  passing  interest  it  may  be  noted  that 
the  English  pound  sterling  sign  (£)  is  the  initial  for  the  Latin 
libra  (pound).  The  abbreviation  of  the  shilling  is  the  letter  s.; 
that  of  the  penny,  d.,  represents  the  Latin  word  for  penny, 
denarius.  . 

French  Money. — The  French  money  qrstem  is  based  on  the 
franc  divided  into  100  centimes.  The  gold  value  of  the  franc  in 
American  money  is  19.3  cents.  Its  exchange  value  with  New 
York  banks  varies  as  does  that  of  English  currency,  already  ex- 
plained, and  in  fact  every  other  currency  dealt  in  on  the  New 
York  exchange  market.  For  purposes  of  ready  conversion  in  a 
rough  way  the  franc  may  be  called  worth  20  cents  of  our  money 
and  each  centime  will  then,  of  course,  be  worth  Koott  of  20 
cents,  or  one-fifth  of  a  cent.  Single  centimes  are,  however, 
rarely  employed  in  business,  with  France.  The  currency  being 
like  ours  on  a  decimal  basis,  5  centimes  (the  equivalent  of  one 
American  cent)  is  the  customary  minimum.  We  should  not 
quote  our  prices,  therefore,  at,  for  example,  Francs  6.27  but  we 
should  either  make  it  Fes.  6.30  or  Fes.  6.25. 

It  should  be  noted  that  in  quoting  French  exchange  bankers 
employ  a  different  system  than  is  customary  in  the  case  of 
British  currency.  Instead  of  stating  the  amount^in  American 
money  which  the  French  unit  is  taken  as  representing  on  a  given 
day,  the  equivalent  of  $1  in  French  currency  is  quoted.  Thus, 
we  may  find  bankers'  exchange  rates  fluctuating  from  say  5.15 
to  9.75  (war  extremes),  meaning  that  $1  is  worth  on  the  day 
of  quotation  either  Fes.  5.15  or  Fes.  9.75,  as  the  case  may  be. 
In  a  general  way  5.20  to  the  dollar  may  be  taken  as  a  rough 
basis,  if  and  when  exchange  returns  to  its  pre-war  status. 

Oerman  Currency. — German  currency,  like  the  French,  is 
based  on  the  decimal  system,  the  unit  being  the  Mark  divided  into 
100  Pfennige  (abbreviated  pf.).  The  mark  having  a  coin  value 
of  23.8  cents  was  formerly  called  worth  24  cents  for  general 
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calculation  purposes  and  denominations  in  pfennige  usually 
progress  by  5s.  and  10s.  as  in  the  case  of  francs.  Exchange  rates 
in  marks  used  to  be  quoted  by  bankers  on  yet  another  system  than 
that  noticed  in  the  case  of  British  and  French  currencies. 
"When  we  read  in  newspaper  reports  of  the  exchange  market  that 
marks  were  quoted  at  94i4  it  meant  that  four  marks,  which  had 
been  established  as  the  basis  for  such  quotations,  were  called 
worth  on  the  day  of  quotation  94l^  cents.  Rates  before  the 
war  fluctuated  according  to  the  law  of  supply  and  demand  as 
Applying  to  money  required  in  the  United  States  or  Germany, 
from  94^4  tq  95%.  It  may  be  noted  that  in  a  rough  way  the 
value  of  the  mark  was  called  the  equivalent  of  the  English  shill- 
ing. After  the  war  the  mark  fell  so  low  (2  cents)  that  quota- 
tions are  now  made  in  cents  per  mark. 

Other  European  Moneys. — ^An  easy  way  of  remembering  the 
value  of  some  other  common  currencies  is  to  note  the  coun- 
tries, mostly  of  Latin  Europe,  which  have  adopted  the  French 
system  and  that,  although  they  give  their  units  various  names, 
all  are  equal  or  approximately  equal  in  value  to  the  French 
franc.  The  Swiss  and  Belgians  call  their  unit  the  franc,  but 
the  Italian  call  their  the  lira,  the  Spanish  call  theirs  peseta, 
the  Greeks  drachma,  the  Roumanians  leu,  the  Servians  dinar, 
the  Bulgarians  lev.  The  money  used  in  Austria-Hungary  is 
the  crown  or  krone,  which  is  also  the  equivalent  in  value  of  the 
franc,  while  in  Holland  the  gulden  or  the  florin  may  be  called 
the  equivalent  of  2  francs.  The  bolivar  of  Venezuela  is  also 
of  the  value  of  a  franc. 

Currencies /Used  in  Export  Practice. — ^Pounds,  francs,  marks 
and  U.  S.  dollars  are  the  chief  denominations  used  in  banking 
transactions  and  as  a  rule  none  others  should  be  employed,  al- 
though many  large  transactions  take  place  in  florins,  lire  or  even 
roubles.  In  business  with  any  other  country  than  France,  when 
employing  terms  of  francs,  it  is  wise  always  to  specify  **gold 
francs,"  as  in  several  of  the  nations  named  the  nominal  gold 
value  of  the  local  denominations  fluctuates  in  exchange  value. 
Throughout  Latin  America  either  the  gold  dollar,  meaning  our 
own  denomination  of  that  value,  or  the  British  pound  sterling  is 
the  usual  banking  unit  and  no  other  ought  to  be  employed. 

Monetary  Symbols. — For  purposes  of  record  some  variations 
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in  the  use  of  monetary  symbols  may  be  noted.  Thus,  £E  (or 
LE.)  means  the  Egyptian  pound,  worth  soiaething  more  than 
the  British,  and  £T  is  the  Turkish  pound,  worth  a  little  less  than 
the  British.  £P  is  the  Peruvian  libra  (pound)  of  the  same 
value  as  the  British,  **Dol.  Mex."  is  used  in  the  Far  East  and 
in  the  Straits  Settlements  to  represent  the  old  Mexican  or  Trade 
dollar  with  which  we  used  to  be  familiar  forty  or  fifty  years  ago 
and  which  is  usually  worth  less  than  half  of  our  present  dollar 
(perhaps  averaging  about  45  cents  in  normal  times).  In  Latin 
American  countries  of  fluctuating  currencies  the  circulating 
medium  is  often  spoken  of  as  hilletes,  i.e.,  paper  bills,  as  distin- 
guished from  real  values  which  the  paper  is  supposed  to  but 
does  not  represent.  In  the  Argentine  Republic  they  refer  to 
the  common  currency  either  as  m/n  {moneda  nacional)  or 
c/1  {curso  legal),  but  the  gold  value  is  mentioned  as  o/s  (oro 
sellado) .  In  Chile  the  fluctuating  currency  is  referred  to  as  m.c. 
{moneda  corriente).  The  Portuguese  and  Brazilian  monetary 
basis  is  the  milreis,  consisting  of  1,000  reia.  The  method  of 
writing  denominations  in  these  currencies  is  somewhat  peculiar, 
thus  375$000  indicating  375  milreis. 

Counting  in  Other  Countries. — Even  the  method  of  count- 
ing in  some  countries  varies  a  little  from  ours.  We  call  a  bil- 
lion a  thousand  million  (1,000,000,000),  and  the  French  do  the 
same;  but  in  English  usage  a  billion  is  a  million  million  (1,000,- 
000,000,000). 

In  India  the  name  for  the  number  100,000,  whether  used  in 
reference  to  rupees,  people  or  otherwise,  is  the  *'lakh''  (also 
written  lac) ;  thus  125,000  would  be  called :  1  lakh,  25,000,  and 
would  be  expressed  in  figures  thus:  1,25,000.  A  crore  is  100 
lakhs,  equal  to  10,000,000.  Therefore,  the  number  22,125,000 
would  be  divided  thus:  2,21,25,000  reading:  ''2  crores,  21  lakhs, 
25  thousand." 

Brazilians  and  Portuguese  speak  of  a  conto  when  they  mean 
1,000,000  reis,  i.e.,  1,000  milreis  (1,000$000). 
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CHAPTER  IV 

THE  EXPORT  DEPABTMElTr 

Specialized  Attention  Necessary — A  Separate  Department  Not 
Always  Required — Who  and  What  an  Export  Manager  Should 
Be — When  and  Where  an  Export  Department  May  be  Estab- 
lished—^Reducing  Expenses  Through  a  ''Combination"  Ex- 
port Department  and  Manager — Office  Systems  for  the  Export 
Department — Foreign  Languages,  Translators  and  Transla- 
tions. 

WHILE  at  the  outset  of  a  manufacturer's  effort  to  ac- 
quire foreign  markets  for  his  products  it  is  not  in- 
dispensable that  he  establish  a  special  or  a  separate 
export  department,  it  is  none  the  less  essential  that  some  one  in 
the  organization  take  up  the  export  end  of  the  business  as  a 
specialty,  devote  time  and  thought  to  it,  direct  its  efforts  as  well 
as  manage  its  details.  Preferably  this  should  be  some  one  in 
authority,  a  member  of  the  firm,  an  officer  of  the  company  or  an 
exceptionally  intelligent  employee  in  a  trusted  and  responsible 
position.  This  does  not  mean  that  such  an  individual  must  by 
any  means  devote  his  whole  time  and  attention  to  the  infant  ex- 
port trade. 

SPECIALIZED  ATTENTION  NECES8AB7 

In  every  concern  contemplating  an  expansion  of  its  business 
in  foreign  fields  there  will  certainly  be  found  some  such  person 
as  has  been  described  who  has  an  especial  interest  in  this 
branch  of  the  business,  some  one  who  can  afford  some  leisure 
moments  during  the  day  and  some  evening  hours,  perhaps  at 
home,  to  that  consideration  of  plans  and  methods,  conditions 
and  policies,  and  to  the  direction  of  subordinate  clerks,  which 
are  extremely  desirable  for  the  successful  promotion  and  trans- 
action of  an  export  trade.  Inasmuch  as  the  beginnings  of  any 
foreign  trade  are  usually  small  and  the  progress  of  the  trade 
slow,  a  member  of  the  firm  can  usually  manage  to  keep  abreast 
of  development,  with  proper  clerical  assistance  under  his  direc- 
tion, meanwhile  training  up  younger  men  along  the  lines  which 
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he  himself  has  followed,  laying  the  foundations  in  his  own  knowl- 
edge and  experience  for  the  capacity  to  direct  and  oversee  an 
export  manager  when  it  is  found  necessary  to  engage  a  special 
employee  for  this  department.  It  was  Walter  F.  Wyman,  Man- 
ager of  the  Export  Department  of  the  Carter's  Ink  Company, 
who  said :  * '  There  is  absolutely  no  reason  why  an  export  sales  de- 
partment should  not  fit  in  to  the  machinery  of  any  merchant's  bus- 
iness. It  does  not  require  special  buildings,  special  manufactur- 
ing, credit  or  trafSc  departments,  and  is  simply  one  way  to  reduce 
the  overhead  expense  by  a  greater  output  per  working  day. ' '  And 
speaking  of  * '  inefficient  merchandizing ' '  he  wrote :  *  *  To  the  modern 
business  the  export  department  is  an  essential,  not  an  excrescence. ' ' 

THE  EXPORT  MANAQEB 

First  among  the  questions  which  an  intending  exporter  is 
quite  sure  to  ask  are,  **How  much  will  it  cost  us  to  hire  an  ex- 
port manager  and  where  shall  we  find  onet"  To  take  up  the 
last  question  first,  it  may  be  said  that  there  is  at  present  no  lack 
of  applicants  for  positions  of  this  sort.  Unfortunately,  all  of 
them  have  not  the  qualities  or  experience  likely  to  commend 
them  unreservedly  for  the  positions  they  seek.  Here  is  a  rich 
opportunity  for  young  men  who  may  have  a  fancy  for  under- 
taking the  varied  and  attractive  duties  of  such  positions,  look- 
ing forward  to  the  certain  large  future  growth  of  American 
export  trade  with  its  consequent  opportunities  for  themselves. 

School  and  College  Preparation. — Many  of  our  universities 
and  schools  are  giving  special  courses  designed  the  better  to  fit 
young  men  for  undertaking  the  management  of  export  trade  de- 
velopment, but  while  the  courses  that  are  offered  are  very  de- 
sirable from  many  points  of  view,  giving  their  students  a  more 
intimate  acquaintance  with  principles  of  economics  and  finance, 
yet  they  are  deficient  in  the  practical  details  of  the  actual 
carrying  on  of  an  export  business.  They  may  help  immensely 
in  the  theories,  but  they  do  not  teach  the  actual  motions. 

It  is  well  for  a  young  man  to  acquire  every  particle  of  export 
information  and  education  which  may  be  within  his  reach. 
It  will  then  perhaps  be  best  for  him  to  seek  a  position  as  assist- 
tant  in  some  large  exporting  organization,  preferably  in  a  manu- 
facturer's export  department  rather  than  with  a  professional 
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export  house,  usually  called  an  export  commission  house.  He 
will  learn  more  quickly  and  progress  faster  as  an  assistant  in 
a  manufacturer's  export  department,  and  can  there  pick  up 
quite  as  much  of  the  technical  details  of  the  transaction  of 
export  business  as  he  could  with  the  export  commission 
house,  although  in  the  latter  he  would,  though  probably  only 
with  the  lapse  of  a  number  of  years,  acquire  a  smattering  of 
business  knowledge  of  a  great  many  different  kinds  of  goods 
and  branches  of  trade. 

Candidates  Available. — The  manufacturer  seeking  an  export 
manager  may  find  one  among  men  who  have  had  experience 
as  subordinates  in  export  houses  or  in  the  export  departments 
of  other  manufacturers,  or  he  may  find  men  who  ha\^  traveled 
to  some  extent  abroad,  or  men  of  foreign  birth  who  have  had 
business  experience  in  one  or  perhaps  in  several  foreign  mar- 
kets, or  he  may  build  up  his  own  manager  from  among  his 
employees,  helping  the  candidate  as  much  as  possible  with  his 
own  experience  and  assisting  him  in  his  outside  studies.  The 
main  thing  is  to  find  the  candidate  of  thoroughly  desirable 
qualities. 

Qualities  to  Be  Sought. — Any  one  in  charge  of  building  up 
and  carrying  on  an  export  trade  should  be  well  read  and  edu- 
cated and  especially  versatile  and  resourceful.  He  ought  to 
be  what  is  known  as  a  *' gentleman,"  for  qualities  involved  will 
show  themselves  in  his  correspondence,  and  he  will  from  time 
to  time  be  called  upon  to  meet  foreign  customers,  very  likely 
to  travel  occasionally  in  foreign  countries. 

It  is  by  no  means  so  necessary  that  the  export  manager  have  an 
intimate  technical  knowledge  of  every  detail  of  the  manufacture 
of  the  goods  which  he  sells,  but  certainly  a  general  and  comprehen- 
sive knowledge  in  these  respects  is  necessary,  yet  that  knowledge 
any  one  having  the  other  qualifications  desirable  in  an  export 
manager  cannot  fail  to  acquire  in  a  reasonable  length  of  time. 

A  smattering,  at  least,  of  a  knowledge  of  foreign  languages 
is  desirable,  in  fact  almost  essential,  for  the  export  manager 
ought  to  be  able  to  read  ordinary  correspondence  which  will 
reach  his  desk  in  the  two  or  three  leading  commercial  lan- 
guages of  the  world.  Even  if  he  does  not  speak  or  write  these 
languages  he  should  be  able  to  read  them  intelligently,  if  for  no 
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other  reason  than  to  be  able  to  check  off  the  work  of  translators 
employed  and  assure  himself  that  both  the  sense  and  the  spirit 
of  letters  received  by  him  and  written  by  him  are  correctly 
set  forth  in  the  translations  which  he  employs  others  to  make 
for  him.  Although  a  speaking  knowledge  of  languages  is  some- 
times hard  to  acquire  without  considerable  actual  practice,  yet 
any  man  fond  of  foreign  tongues  can  quickly  enough  acquire  the 
ability  to  read  them.  That  ability  helps  him  not  only  in  his  own 
correspondence  but  assists  in  broadening  his  general  equipment. 

Foreign  Languages. — It  is  quite  inexcusable  for  any  man 
engaged  in  the  export  trade  not  to  understand  at  least  the 
principles  applying  to  the  pronunciation  of  the  commoner  for- 
eign languages,  especially  the  French,  Spanish  and  German. 
It  is  absurd  for  a  man  doing  business  with  Latin  America  to 
pronounce  Santiago  San-tee-ay-go — instead  of,  properly,  ^'San- 
tee-ah-go,"  It  is  essentially  ridiculous  for  one  doing  business 
with  firms  in  other  countries  to  address  '*Mr.  Hermanos"  or 
'*Mr.  Fr^res."  Elementary  notions  of  the  Spanish  or  French 
language,  which  can  easily  enough  be  acquired  and  which  ought 
to  be  acquired  almost  at  the  outset  of  an  attempt  to  win  trade 
in  other  countries,  should  teach  the  exporter  that  hermanos 
is  the  Spanish  equivalent  for  ''brothers'' — *^ Jimenez  Herma- 
nos" means  Jimenez  Brothers.  Or,  the  French,  **Joubert 
Frires'^  would  be  in  English,  Joubert  Brothers.  Such  firms 
must  not  be  addressed  as  Dear  Sir,  but  Gentlemen.  It  ought 
not  to  be  necessary  even  for  the  beginner  at  exporting  to  hear 
the  common  words  in  the  principal  foreign  languages  pro- 
nounced many  times  over  to  remember  them  ever  afterward,  if 
he  is  the  versatile,  adaptable  man  likely  to  be  a  successful  ex- 
porter. Of  course,  not  every  exporter  of  this  description  in 
other  respects  has  a  natural  aptitude  for  acquiring  other  lan- 
guages, but  he  can  always  ask  questions  and  have  words  re- 
peated and  by  dint  of  repetition  impress  on  his  mind  the  com- 
mon ones  which  it  is  essential  he  should  know.  Certainly  it  is 
the  unpardonable  sin  for  an  American  to  travel  in  foreign 
countries  and  not  there  learn  the  elementary  principles  of 
their  languages,  including  pronunciation,  or  on  his  return  from 
a  foreign  trip  to  forget  what  he  ought  to,  must  have  learned. 

Advantages  of  Foreign  Trips. — ^With  the  development  of 
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COMMON  TERMS  AND  ABBREVIATIONS  IN 
FOREIGN  LANGUAGES 

SPANISH 

Hermano    (sing.)     (abbreviated    Hno) .Brother 

Henaanos  (plural)    (abbreviated  Hnoe) Brothers 

Hijo    (sing. ) vSon 

Hijoe    (plural)         ;,vS?°* 

Viuda    (abbreviated    Vda.) Widow 

Oompafifa    (abbreviated    Cia.) .Company 

Sucesores    (abbreviated    Sues.) ^':\'W'\' Succeesort 

Sociedad  Andnima   (abbreviated  S.  A.)    Joint  Stock  Company 

Sociedad  en  Comandita  (abbreviated  S.  en  C.) Limited  Partnership 

FRENCH 

Priro    (sing.)     ^^^J**®"^ 

Frdres    (plural) •  •  •  .Brothers 

Fils   (both  sing,  and  plural)    Son  or  Sons 

Veuve    (abbreviated   Vve.) Widow 

.Compagnie     (abbreviated    Cie.) .Company 

Successeurs   (abbreviated  Sues.)    v: '  •  w  -.Successors 

Soci6t6  Anonyme   (abbreviated  Soc.  Anon.) Joint  Stock  Company 

GERMAN 

Briider  or  Gebrtlder   (plural)    (abbreviated  (Ma.) Brothers 

Sohn    (sing.)     Son 

Sohne    (plural)    Sons 

Witwe  ^abbreviated  Wwe.)    Widow 

Aktien-Oesellschaft    (abbreviated    A.   O.) Joint   Stock  Company 

Gesellschaft  mit  beschr&nkter  Haftung  (abbreviated  G.  m.  b.  H.) 

Limited  Liability  Company 

Handelsgesellschaft     Ttadlng    Company 

Vormals   (abbreviated  vorm.)    Formerly  i.  e.«  Successors 

«_  .  «      /  t      V  ITALIAN 

Pratello    (sing.)    Brother 

FrateUi    (plural)    (abbreviated  FUi.)    Brothers 

Piglio    (sing.)    Son 

Figli    (plural)    Sons 

Successor!    (abbreviated  Sues.)    « Successors 

Societa  Anonima   (abbreviated   S.  A.)    Joint  Stock  Company 

Compagnia    (abbreviated    C.)     Company 

Ditta   .'.....'.■ Firm  of 

^      ,       ^  .       ^  PORTUGUESE 

Irmjo     (sing.)     Brother 

Jrmftos   (plural)    Brothers 

Filho    (smg.)     Son 

Pilhos    (plural)    Sons 

Viuva    (abbreviated    Vva. )     Widow 

Companhia    (abbreviated  Ca.)    '.'.  .*.".".'.*. .'  * ".'  *  Company 

Sociedade  Anonima   (abbreviated  Soc.  Anon.)    Joint  Stock  Company 

DUTCH 

Gebroeders   (abbreviated  Gebr.)    Brothers 

Zoon    (sing.)    (abbreviated   Zn.)    .        Son 

Zonen    (plural)    (abbreviated  Znen.)    "....'... .'.".".'.'. .'.'.  Sons 

Wedutre   (abbreviated  Wed)    Widow 

Voorheen   (abbreviated  v.  h.)    .'Pormerlv,'  Y.  e.,'  Successors  to 

De    Erven     Suecessors 

Maatschappij    (abbreviated    Mij. )     WWV.WW.'.W, '.  * '. '.  *. '. '.  .  Company 

HRndelsvereeniging    (or  Handelmaatschappij ) Trading  Company 

DANISH 

Bradrene   (abbreviated  Brodr.)    : . Brothers 

Son     (sing.)      Son 

Sonner    (plural)    Sons 

Efterfeiger  (abbreviated  Eftfl. )    Successors 

Aktioselskabet  (abbreviated  Aks.  or  A.  8.) Joint  Stock  Company 

SWEDISH 

BrSdema    Brothers 

Son   (sing. )    Son 

S9ner    (plural)    Sons 

EftertrSdare    (abbreviated   Eftr.)    Successors 

Komnaniet     Company 

Aktiebolaget  (abbreviated  Akt.  or  A.  B.)    Joint  Stock  Company 
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the  export  department  it  will  always  be  found  desirable  to  allow 
the  manager  to  make  occasional  trips  to  some  of  the  principal 
export  markets  which  have  been  developed.  Unless  he  does  so 
at  least  once  in  every  two  or  three  years  he  is  quite  apt  to  get 
out  of  touch  with  the  foreign  point  of  view,  lose  a  certain  part 
of  the  sympathy  which  he  ought  to  have  with  the  idiosyncrasies 
and  habits  of  thought  and  life  of  customers  in  other  countries. 
Such'  occasional  trips,  even  if  only  brief  ones,  help  immensely 
in  creating  and  keeping  alive  that  sympathy,  and  hence  in  the 
more  satisfactory  conduct  and  development  of  export  trade 
from  the  factory. 

The  Export  Manager  as  Correspondent. — Speaking  of  some 
aspects  of  tjie  general  conduct  of  a  manufacturer's  export  de- 
partment, George  H.  Richards,  manager  of  that  department  of 
the  Remington  Typewriter  Company,  has  said: 

'*  Every  effort  should  be  made  to  keep  a  cordial  and  personal 
note  running  through  all  communications.  The  mere  routine 
or  careless  handling  of  letters  in  the  office  will  often  offset  the 
value  of  the  personal  factor  in  the  field.  The  correspondence 
should  be  directed  and  supervised  by  some  one  personally  ac- 
quainted with  requirements  and  conditions,  whose  experience 
enables  him  to  handle  orders  and  all  the  necessary  details,  and  to 
adjust  all  questions  and  disputes  in  such  a  way  as  to  prevent  any 
friction  or  misunderstanding.  This  is  particularly  needful  with 
most  of  the  countries  where  other  than  English  is  spoken. 

**The  manufacturer  should  not  allow  any  and  everybody  in 
the  oflSce  to  write  all  sorts  of  letters  on  all  sorts  of  subjects. 
The  foreign  correspondence  should  be  centralized.  It  should 
be  received  and  answered  in  one  department.  It  should  be 
under  the  direct  check  of  some  one  qualified  to  supervise  it, 
even  if  too  voluminous  to  be  handled  by  him  alone.  To  accoir- 
plish  this  it  is  preferable  that  the  department  be  in  charge  of 
some  one  who  has  had  experience  in  the  field  and  can  thus  inspire 
the  proper  spirit  in  those  working  under  and  through  him. 
This  provision  should  also  extend  to  orders  as  far  as  possible. 
Foreign  ordei^  should  be  handled  by  those  trained  and  experi- 
enced in  foreign  work.  The  attention  to  detail  and  the  judg- 
ment required  are  such  that  nothing  but  poor  results  can  be 
expected  from  an  arrangement  which  permits  foreign  and  do- 
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mestic  orders  to  be  passed  along  to  the  manufacturing  depart- 
ment through  the  same  general  channels." 
'  Signatures. — ^We  do  not  ^ordinarily  in  the  United  States  at- 
tach sufficient  importance  to  the  signatures  appended  to  our 
correspondence  and  even  to  valuable  documents  and  binding 
contracts.  Loose  practices  in  this  regard  should  not  be  ex- 
tended to  the  export  department.  No  one  should  sign  letters 
intended  for  foreign  destinations  except  a  competent,  resf)onsi- 
ble  official.  Above  all,  no  one  not  specifically  authorized  to  do 
80  should  ever  sign  foreign  drafts  or  endorse  steamships  bills  of 
lading.  If  the  export  manager  is  entrusted,  as  he  should  be,  with 
the  signature  of  his  firm,  he  and  no  one  else  should  sign  and  his 
house  must  stand  back  of  him  through  thick  and  thi;ough  thin. 

Under  no  circumstances  must  letters  to  foreign  correspond- 
ents be  signed  with  rubber  stamps.  The  use  of  such  atrocious 
and  indefensible  expressions  as  *' Dictated  but  not  read," 
''Signed  in  the  absence  of,"  etc.,  must  at  all  costs  be  avoided. 
It  is  a  pity  that  they  have  been  growing  so  fast  in  vogue  in  this 
country  during  recent  years.  Their  use  in  foreign  correspond- 
ence will  be  regarded  with  resentment  or  even  as  an  insult. 

On  the  other  hand,  the  expression  '*per  pro,"  which  Amer- 
icans have  sometimes  adopted  thoughtlessly,  from  foreign  ex- 
amples which  have  come  under  their  notice,  must  not  be  mis- 
used. It  means  ^'per  procuration/'  and  indicates  that  the  per- 
son so  signing  has  been  authorized  by  his  principals  so  to  do. 
Although  legally  the  principal  is  bound  only  so  far  as  the  limits 
of  authority  actually  given  to  the  agent  extend,  yet  generally 
this  signature  is  taken  as  indicating  full  authority  officially 
given  to  the  agent.  It  is  not  necessary  to  use  any  such  expres- 
sion, but  no  one  ought  to  be  allowed  to  sign  even  an  ordinary 
letter  Intended  for  customers  or  prospects  in  foreign  lands  ex- 
cept a  person  of  importance  and  standing  in  the  home  office — 
one  in  whom  full  trust  and  responsibility  are  reposed,  and, 
above  all,  no  one  else  must  ever  be  permitted  to  sign  or  to  en- 
dorse valuable  or  official  papers.  Considerable  sacredness  at- 
taches to  signatures  in  other  countries  and  should  attach  to 
them  in  transactions  connected  with  our  own  export  trade. 
They  should  be  without  exception  regarded  as  formal  and  bind- 
ing in  every  respect. 
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Calary  of  an  Export  BSanager.— All  grades  and  qualities  of 
export  managers  are  to  be  found.  A  manufacturer  may  pay 
from  $200  a  month,  or  less,  up  to  $200  a  week,  or  more — and 
get  for  his  money  var^'ing  degrees  of  experience,  knowledge, 
ability  and  success.  No  employee  capable  of  filling  a'  mana- 
gerial position  ought  to  be  sought  for  less  than  $200  a  month 
— most  competent  candidates  will  require  possibly  twice  as 
much.  Assistants,  typists,  ** Spanish  clerks,"  are  to  be  had  at 
$20  or  $25  a  week.  With  training,  good  ones  may  be  developed 
up  to  manager's  caliber — but  only  under  supervision  and  train- 
ing by  one  who  already  *' knows."  Merely  previous  employ- 
ment in  some  connection  with  export  trade  does  not  necessarily 
qualify  a  young  man  to  be  ''export  manager."  Making  a 
youth  into  a  manager  just  because  he  is  a  foreigner  and  speaks 
Spanish  (or  any  other  language)  is  not  usually  good  business. 
Experience,  training,  are  required. 

Almost  any  properly  trained  and  qualified  export  manager, 
worth  the  minimum  salary,  ought  to  be  able  to  establish  some 
profitable  foreign  business  connections  and  handle  details  of 
shipping  easily,  almost  without  thinking.  But  the  manager 
ought  to  do  a  good  deal  more,  solve  complexities,  start  the  ma- 
chine running  right.    The  bigger  man  is  preferable. 

LOCATION  OF  THE  EXPOBT  DEPARTMENT 

An  export  department  may  be  established  in  the  manufacturer's 
own  factory  or  main  ofiSce,  or  it  may  be  thought  advantageous  to 
establish  it  as  an  entirely  separate  office  at  New  York  or  other  point 
through  which  the  bulk  of  the  export  trade  actually  passes.  There 
are  strong  arguments  to  be  advanced  in  support  of  both  plans. 

Advantages  at  Factory.— Obviously,  if  the  export  depart- 
ment is  located  at  the  factory  or  in  the  main  office  of  the  con- 
cern, there  will  result  a  much  closer  touch  with  factory  detail 
and  policy.  The  department  will  be  under  the  immediate  su- 
pervision of  the  proprietors  or  general  managers  and,  in  turn, 
the  manager  of  the  export  department  will  be  personally  pres- 
ent to  supervise  every  detail  of  packing,  invoicing  and  other 
formalities,  and  even  of  the  actual  manufacturing  of  the  ex- 
port goods.  In  the  very  beginning,  usually  the  small  begin- 
ning, of  an  export  trade,  it  is  probable  that  the  location  of  the 
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export  department  at  the  factory  is  preferable.  Its  retention 
there  with  the  growth  of  the  export  business  to  considerable 
size  and  importance  must  depend  upon  the  individual  policy  of 
the  manufacturer  in  each  instance. 

Advaiitages  at  Port. — The  location  of  the  export  depart- 
ment at  the  port  through  which  most  of  the  foreign  business 
of  a  concern  passes,  which  usually  means  the  City  of  New  York, 
may  be  either  in  the  way  of  a  separate  and  distinct  office  or 
may  be  an  adjunct  to  an  already  established  New  York  office, 
or  it  may  combine  in  one  man  the  functions  of  a  domestic  New 
York  agent  and  an  export  manager.  There  are  undoubtedly 
several  and  notable  advantages  to  be  gained  from  the  estab- 
lishment of  such  an  office  in  New  York,  at  least  when  an  export 
trade  has  been  inaugurated  and  developed  in  promising  fashion. 

The  export  manager,  when  located  in  New  York,  has  an  op- 
portunity for  a  generally  wider  acquaintance  among  other 
managers  and  exporters  and  with  conditions  surrounding  ex- 
port trade  in  general ;  hence  he  usually  acquires  a  broader  point 
of  view.  He  probably  has  the  opportunity  of  meeting  in  per- 
son a  great  many  more  foreign  buyers  than  v^ould  be  the  case 
were  he  located  at  some  point  in  the  interior  of  the  country, 
possibly  many  hundreds  of  miles  distant.  He  also  has  the 
chance  of  cultivating  day  by  day  and  week  by  week  the  buyers 
for  the  hundreds  of  export  commission  houses  located  in  New 
York  and,  through  frequent  meetings,  establishing  intimate 
and  possibly  valuable  acquaintance  with  some  of  them. 

Then,  too,  he  can  look  after  all  of  the  details  of  shipping  the 
goods  which  he  sells  to  customers  in  other  countries,  he  can 
make  unnecessary  the  employment  of  forwarding  agents  for 
the  despatch  of  his  foreign  goods  or  use  them  with  perhaps 
better  discretion.  He  can  often  assist  materially  in  financing 
readily  and  economically  drafts  drawn  against  foreign  cus- 
tomers through  establishing  relations  with  some  of  the  impor- 
tant New  York  foreign  exchange  banking  houses. 

"While  it  is  possible  to  combine  in  one  person  the  activities  of 
a  general  New  York  agent  with  those  of  an  export  manager, 
yet  since  it  is  usually  believed  better  to  make  the  first  steps 
toward  export  trade  development  at  the  factory,  the  transfer 
of  the  export  department  to  New  York  will  probably  in  most 
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6ases  indicate  a  promising  growth  in  export  trade,  and  this  should 
imply  importance  enough,  or  suflScient  promise,  to  warrant  the  de- 
votion to  that  trade  of  an  individual 's  sole  time  and  attention.  This, 
again,  is  purely  a  question  of  individual  policy  in  each  instance. 


OOMBINATION  EXPOBT  MANAQESS 

A  large  and  notable  class  of  agents  has  existed  for  many 
years  in  New  York,  and  their  numbers  have  recently  grown 
fast,  who  are  commonly  termed  manufacturer's  export  agents 
or  combination  export  managers.  Instead  of  establishing  his 
own  export  department  it  is  possible  for  the  manufacturer  to 
utilize  the  services  of  one  of  these  agents.  They  are  by  no 
means  purely  an  American  institution.  Similar  combination 
representatives  of  manufacturers  are  to  be  found  in  London, 
and  they  were  an  especially  noticeable  feature  in  the  export 
trade  of  Hamburg  where  they  have  been  numbered  by  the 
score,  some  of  them  maintaining  large  and  attractive  sample 
rooms — ^where  indeed  there  was  an  association  of  such  represen- 
tatives with  formal,  printed  regulations  governing  their  business. 

Cost  of  Combination  Managers. — The  principle  on  which 
such  combination  representatives  work  varies  with  the  indi- 
vidual but  essentially  involves  the  division  of  expenses  among 
the  manufactuters  whose  agencies  are  secured.  Ordinarily  such 
a  *' combination"  export  agent  will  require  from  each  line  rep- 
resented a  contribution  per  month,  or  per  annum,  representing 
some  pro  rata  share  of  the  expenses  of  maintaining  the  ofiSce  and 
carrying  on  the  necessary  propaganda  for  the  development  of 
export  trade  on  a  stated  basis.  Such  a  contribution  is  usually 
coupled  with  a  provision  for  a  percentage  commission  on  all  ex- 
port trade  thus  developed,  or  sometimes  in  any  other  way  trans- 
acted. Some  of  the  combination  representatives  represent  four 
or  five  manufacturers,  some  of  them  as  many  as  sixty  or  seventy- 
five.  Occasionally  one  will  be  found  who  will  accept  an  agency 
on  a  strictly  commission  basis  without  requiring  advances  on  ac- 
count. Offices  maintained  by  them  range  from  desk  room  in 
some  other  person !s  office  up  to  quite  elaborate  display  rooms; 
their  organizations,  from  no  one  but  the  agent  himself  up  to  a 
corps  of  clerks,  stenographers  and  even  foreign  traveling  sales- 
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men.  Contributions  toward  expenses  from  individual  manufactur- 
ers represented  may  run  from  $50  a  year  up  to  $50  a  week,  each. 

Work  of  Combination  Managers. — A&  their  organizations 
diflfer,  so  do  the  operations  of  these  combination  export  repre- 
sentatives. Some  agents  of  this  sort  do  little  beyond  distribut- 
ing a  manufacturer's  catalogues  and  price  lists  among  New 
York  export  commission  houses,  usually  endeavoring  to  secure 
sample  orders  from  them.  Other  agents  in  this  category  not 
only  work  among  the  New  York  export  houses  but  carry  on 
direct  correspondence  with  prospects  in  foreign  countries  in 
an  effort  to  secure  orders  from  them. 

Some  of  these  agents  give  no  attention  at  all  to  details  of 
shipping  or  financing  the  foreign  trade  of  their  principals, 
others  attend  to  every  such  detail.  It  is  the  latter,  that  is, 
those  representatives  who,  more  or  less,  have  full  charge  of  all 
of  the  export  relations  of  their  principals  who  usually  call 
themselves  ** export  managers."  In  this  connection  that  term 
should  be  understood  as  a  '* combination  export  manager."  In- 
dividuals and  firms  operating  under  this  style  usually  act  for 
from  five  to  ten  diflferent  principals.  It  is  evident  enough  that 
a  manufacturer  contemplating  reducing  his  expenses  in  the  de- 
velopment of  export  trade  through  the  employment  of  a  com- 
bination New  York  agent  has  a  wide  choice  offered  him. 

Advantages  of  a  Combination  Export  BSanager. — The  prin- 
cipal argument  in  favor  of  the  combination  plan  of  export 
manager  is  the  economy  in  cost  thus  secured.  Instead  of  main- 
taining a  separate  export  office  of  his  own,  paying  salaries  to  a 
special  export  manager  and  probably  undertaking  other  inci- 
dental expenses,  a  manufacturer  through  joining  a  combination 
of  other  manufacturers  in  the  emplojnnent  of  one  indi- 
vidual or  firm  undoubtedly  saves  a  part  of  the  inevitable  ex- 
pense. The  advantages  of  a  combination  representative  are 
especially  noticeable  in  cases  where  a  manufacturer  could  not 
in  any  event  contemplate  the  establishment  of  his  own  New 
York  office.  The  combination  representative  is  always  on  the 
ground,  has  no  interests  to  serve  except  those  connected  with 
the  export  trade,  enjoys  or  acquires  a  wide  acquaintance  among 
export  buyers  in  New  York,  has  the  opportunity,  if  he  is  the 
right  sort,  of  meeting  a  good  many  foreign  buyers,  who  visit 
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this  port.  Because  he  makes  exporting  his  profession,  he  may  not 
infrequently  be  better  posted  in  some  details  of  export  practice 
than  would  be  an  amateur  export  manager  at  an  interior  factory. 
In  view  of  the  varied  practices  of  these  combination  export  repre- 
sentatives as  they  exist  to-day,  a  manufacturer  can  choose  from 
among  them  that  one  who  not  only  appeals  most  strongly  in  a 
personal  way,  but  the  scope  of  whose  operations  lies  within  the 
limits  which  he  would  prefer  to  lay  down  for  such  an  agent. 

Some  Objections  to  Oombination  Managers. — The  person- 
ality of  the  representative  should  be  equally  as  serious  a  factor 
in  his  choice  in  the  case  of  a  combination  export  manager  as  in 
the  case  of  an  individual  employee.  The  fact  that  the  com- 
bination man  represents,  say,  ten  or  twenty  different  prin- 
cipals, by  no  means  argues  either  that  the  right  sort  of  per- 
sonality is  not  necessary  or  that,  because  a  number  of  factories 
are  represented,  his  personality  must  be  commendable.  Be- 
cause of  this  element  of  personality,  as  well  as  on  account  of 
the  varying  activities  of  these  combination  representatives,  it 
is  most  strongly  to  be  recommended  that  the  manufacturer  con- 
templating such  an  agency  arrangement  make  the  personal  ac- 
quaintance of  representatives  whom  he  may  have  under  con- 
sideration. It  will  be  found  highly  desirable  also  for  the 
manufacturer  to  spend  a  little  time  and  work  with  such  repre- 
sentatives, and  on  as  many  and  as  frequent  occasions  as  possi- 
ble. Furthermore,  the  principal  in  such  arrangement  must 
not  fancy  that  simply  through  making  arrangements  with  a 
combination  agent  to  represent  him  in  the  export  field  he  can 
thus  shift  all  the  burden  to  the  representative.  He  will  find, 
if  he  keeps  a  keen  eye  on  the  progress  of  his  business  and  is 
eager  for  its  sure  and  sound  development,  that  it  will  still  be 
necessary  for  him  to  do  a  good  many  things  at  the  factory.  He 
will  still  have  to  attend  to  the  duties  of  manufacturing  the 
right  goods  in  the  right  way,  packing,  invoicing,  etc.,  but  very 
especially  he  will  find  it  essential  to  keep  continually  at  the  task 
of  inspiring  and  enthusing  as  well  as  educating  the  combination 
representative,  so  far  as  his  own  special  line  is  concerned. 

Since  the  combination  representatives  may  have  in  hand  the 
interests  of  a  dozen  or  two  or  three  dozen  manufacturers,  not 
the  same  attention  may  be  possible  to  each  of  these  lines,    That 
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his  own  is  not  neglected  or  forgotten  must  be  the  task  of  each 
manufacturer.  While  a  technical  knowledge  of  each  line  is  not 
to  be  expected,  is  probably  not  required  in  the  case  of  such  a 
combination  export  agent,  yet  the  more  he  knows  about  the 
goods  which  he  tries  to  sell  the  better  for  all  concerned.  The 
principals  involved  will,  therefore,  make  no  mistake,  when  they 
have  arranged  with  such  an  agent  who  is  apparently  a  satis- 
factory and  desirable  connection,  in  bringing  him  on  to  the 
factory  periodically  and  there  becoming  better  acquainted  with 
him  while  he  becomes  better  acquainted  with  his  principal's 
policy  and  with  the  organization  of  the  office  and  factory,  with 
the  details  of  the  manufacture  of  the  goods,  and  the  char- 
acter and  composition  of  the  products  in  which  he  is  interested. 
Among  the  hundreds  of  such  combination  export  representa- 
tives in  New  York  there  are  naturally  included  men  of  vary- 
ing character  and  ability.  Some  of  them  are  honest  and  hard 
working;  t)thers  do  not  merit  those  adjectives.  Theoretically, 
it  should  be  possible  for  such  a  representative  to  start  and  to 
develop,  at  least  up  to  a  certain  point,  an  export  trade  on  a 
satisfactory  basis  for  each  of  the  principals  he  represents. 
Practically,  from  what  has  been  said  it  will  be  observed  that 
discretion  and  care  should  be  exercised  in  the  selection  of  such 
an  agent,  despite  the  fact  that  numbers  of  them  are  to  be  called 
successful  and  recommendable. 

OFFICE  SYSTEMS  FOR  THE  EXPORT  DEPARTMENT 

Separate  office  records  and  systems  for  the  export  depart- 
ment are  highly  desirable,  indeed,  almost  vital  in  connection 
with  office  or  factory  where  the  export  end  is  only  a  part  of  the 
whole  business.  Not  only  should  the  export  manager  have  ev- 
ery detail  of  his  own  business  within  arm's  reach,  but  there 
will  arise  frequent  necessity  for  records  of  his  own  relations  in 
regard  to  export  orders  with  other  departments  in  the  office  or 
factory.  All  should  be  thoroughly  systematized  and  have  the 
personal  and  constant  supervision  of  the  man  in  charge  of  and 
responsible  for  the  export  end  of  the  business. 

Receipt  of  Letters. — Every  letter  relating  to  export  trade 
should  go  direct  to  the  export  department  inmiediately  upon  its 
y^eipt,    It  tlji9  rule  of  the  e^t^blishiuept  is  that  all  cpryespow^- 
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ence  must  first  pass  through  the  hands  of  some  superior  official, 
nevertheless  some  arrangement  should  be  made  for  prompt  de- 
livery of  every  appropriate  letter  to  the  export  manager  for 
his  information,  even  if  action  on  such  communications  must  be 
dictated  by  his  superiors.  Necessity  for  consultation  in  regard 
to  any  communication  may  easily  be  indicated  by  attaching 
to  that  communication  a  memorandum  slip  conveying  such  in- 
structions to  the  export  manager. 

The  envelope  in  which  a  letter  arrives  from  a  foreign  country 
should  be  immediately  attached  to  its  enclosure,  after  opening. 
This  is  especially  necessary  if  all  mail  for  the  establishment  is 
opened  by  an  office  boy  or  by  some  one  not  identified  with  the 
export  department.  There  are  many  reasons  for  this  rule. 
One  is  that,  especially  in  the  Latin  countries,  some  names  of 
towns  are  often  duplicated  and  the  letter-head  of  a  correspond- 
ent does  not  any  more  frequently  indicate  the  country  in 
which  his  home  town  is  located  than  do  ordinary  American  let- 
ter-heads bear  the  ''U.  S.  A."  imprint.  There  are  a  number 
of  cities  called  Santiago,  Santa  F6,  or  Valencia,  in  sundry  Span- 
ish-speaking countries.  While  sometimes  letters  are  dated  **  San- 
tiago de  Cuba''  or  *' Santiago  de  Chile,'*  yet  this  practice  is  by  no 
means  invariable.  In  any  event,  when  the  envelope  is  attached  to 
the  letter-head,  the  postage  stamp  and  possibly  other  indications 
help  in  identifying  the  country  of  origin  as  well  as  sometimes  con- 
veying information  in  other  respects  not  necessary  to  detail  here. 

If  letters  received  have  to  be  sent  out  of  the  office  for  trans- 
lation, then  a  record  should  be  kept  of  the  name  and  address  of 
the  writers,  the  date  of  the  letter  and  a  memorandum  of  the 
contents  so  far  as  the  export  manager  can  understand  them,  the 
date  on  which  sent  for  translation  and  other  records  that  may  be 
thought  material  in  order  to  guard  against  possible  loss. 

Despatch  of  Letters. — In  no  respect  are  American  manufac- 
turers more  severely  criticized  than  in  their  failure  to  prepay 
postage  at  foreign  rates.  This  is  believed  to  be  due  almost 
without  exception  to  pure  carelessness  rather  than  to  ignorance 
of  the  difference  between  foreign  and  domestic  postage  require- 
ments. There  are  probably  few  Americans  in  any  walk  of  life 
who  do  not  now  fully  understand  that  the  general  rate  of  for- 
eign postage  is  5  cents  for  the  first  ounce,  instead  of  the  2 
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cent  rate  which  applies  in  our  own  country.  If  2  cents  only 
is  prepaid  when  the  correct  rate  is  5  cents,  then  it  is  the  cus- 
tom, for  the  delivering  post  oflSce  to  collect  double  the  defi- 
ciency, that  is,  twice  3  cents,  or  a  total  of  6  cents.  This  is 
a  small  matter  on  each  individual  letter,  but  when  a  foreign 
house  carrying  on  an  extensive  American  correspondence  is 
thus  penalized  on  many  letters,  it  may  sometimes  amount  to  ds 
much  as  $2  or  $3  a  week  or  more,  and  not  a  few  foreign  houses 
have  adopted  the  practice  of  refusing  to  receive  such  ** taxed" 
letters,  as  they  are  called.  Although  in  response  to  many  ap- 
peals our  American  post  office  department  is  understood  to  be 
contemplating  an  effort  to  hold  up  underpaid  foreign  letters, 
calling  the  attention  of  the  senders,  when  known,  to  the  defi- 
ciency in  postage,  yet  there  is  a  question  how  successful  such  an 
effort  may  be  or  how  long  it  may  be  continued,  especially  in 
view  of  the  claim  that  in  so  doing  certain  rules  of  the  Interna- 
tional Postal  Union  may  be  transgressed.  Anyhow,  no  export 
manager  should  attempt  to  evade  his  own  responsibility. 

Bates  of  Foreign  Postage. — The  rules  governing  foreign 
postage  rates  may  be  learned  from  the  OflScial  Postal  Guide 
which  can  be  inspected  at  any  post  office.  They  are  to  be 
found  also  in  innumerable  almanacs  and  other  publications  and 
may  well  be  prominently  posted  in  the  export  department. 
The  5  cent  rate  (for  the  first  ounce,  3  cents  for  each  succeed- 
ing ounce)  may  for  general  purposes  be  assumed  as  applying 
to  all  foreign  countries  excepting  only  our  neighbors,  .Canada 
and  Mexico,  with  Cuba  and  Panama,  some  of  the  British  West 
Indies,  the  United  Kingdom,  New  Zealand,  British  Guiana, 
British  Honduras,  the  Dutch  West  Indies,  the  Dominican  Re- 
public, etc.,  with  all  of  whom  we  have  special  postal  conventions 
establishing  our  domestic  2  cent  rate.  There  are  other  exceptions 
for  which  space  here  ought  not  to  be  required.  The  Philippines, 
Hawaii,  Porto  Rico  and  the  Virgin  Islands  are  not  foreign 
countries,  although  we  rightly  term  them  export  markets. 

The  Problem  of  Under-Paid  Postage. — How  to  ensure  the 
prepayment  of  correct  postage  on  foreign  letters  is  a  problem 
which  is  solved  in  various  ways  by  different  exporters.  In 
most  large  offices  letters  are  folded,  sealed  and  despatched  by 
office  boys  in  a  special  department.    To  bring  home  to  such 
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mailing  clerks  the  necessity  of  differentiating  between  foreign 
and  domestic  letters  some  exporters  employ  envelopes  of  a  dis- 
tinctive color,  blue  or  yellow,  for  instance,  when  the  usual  en- 
velope is  white.  Other  exporters  employ  square  envelopes  for 
their  foreign  correspondence  instead  of  the  usual  domestic  ob- 
long envelope.  Yet  others  use  for  all  their  foreign  correspond- 
ence envelopes  bearing  the  embossed  5  cent  stamp.  The  last  is 
perhaps  the  most  certain  of  all,  for  it  places  final  responsibility 
on  the  export  manager  himself,  or  on  whoever  else  signs  the 
letter,  and  does  not  trust  to  the  possibly  hurried  attention  of 
the  most  intelligent  mailing  clerk.  All  rules,  however,  are 
likely  to  fail  in  the  case  of  bulky  letters  which  cannot  be  en- 
closed in  the  usual  distinctive  envelopes  employed  for  foreign 
correspondence,  and  since  in  the  case  of  a  heavy  enclosure  of 
many  papers  the  tax  for  deficient  postage,  if  only  prepaid  at 
domestic  rates,  is  correspondingly  severe,  it  is  in  these  cases 
emphatically  the  duty  of  the  export  manager  personally  to  see 
that  these  bulky  letters  are  properly  weighed  and  stamped. 

Square  Envelopes. — The  use  of  the  square  envelope,  taking 
a  quarto  sheet  folded  into  four,  is  almost  universal  on  the 
Continent  of  Europe  and  throughout  Latin  America.  It  has 
been  growing  in  favor  for  foreign  use  in  England  and  the 
British  Colonies  as  it  has  in  this  country  in  recent  years. 
Apart  from  distinguishing  foreign  correspondence  from  do- 
mestic, the  square  envelope  has  other  advantages  to  commend  it. 
Incidentally,  it  may  be  remarked  that  the  use  of  ** window"  envel- 
opes is  just  as  legal  in  foreign  as  in  any  other  correspondence. . 

Bouting  Foreign  Letters. — It  is  quite  unnecessary,  as  it  is 
usually  inadvisable,  to  attempt  to  indicate  in  addressing  en- 
velopes the  route  or  the  steamer  by  which  the  postal  officials  are 
expected  to  forward  a  letter.  Our  American  post  office  in- 
variably despatches  mails  by  the  fastest  possible  routes  and, 
although  its  clerks  are  not  infallible,  it  may  be  trusted  in  this 
regard.  The  British  and  some  other  post  offices  do  not  always 
follow  the  same  plan,  sometimes  holding  mails  for  despatch  by 
national  steamers  to  which  postal  subventions  are  paid.  In 
this  country,  however,  no  advantage  is  derived  from  indicating 
the  route  or  the  steamer  to  be  employed  by  the  post  office,  ex- 
cepting when  duplicates  of  correspondence  or  of  documents 
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are  to  be  forwarded  by  separate  boats  or  routes  in  order  to 
minimize  risk  of  loss  in  transit. 

Oorrespondence  Files. — ^Whatever  the  nature  of  letters  re- 
ceived regarding  export  trade,  those  letters  should  preferably 
be  filed  in  the  export  department,  separate  and  distinct  from 
all  other  correspondence  of  the  house.  Since  such  letters  will 
often  contain  matters  of  interest  or  importance  to  numerous  other 
departments,  and  it  may  therefore  be  desired  to  have  them  in  the 
files  of  such  other  departments  or  in  the  general  house  files,  this 
result  can  be  secured  by  making  copies  of  the  letters,  or  excerpts 
from  them,  for  the  use  of  the  different  departments  concerned. 

The  development  of  an  export  trade  will  involve  a  rather 
heavy  correspondence  not  only  from  abroad  but  from  all  sorts 
of  people  in  our  country — ^f rom  export  commission  houses,  rail- 
way and  steamship  companies,  forwarding  agents,  banks,  etc. 
Methods  of  filing  these  letters  will  necessarily  vary  according 
to  the  systems  adopted  or  the  policies  of  each  office.  In  prin- 
ciple, however,  it  will  be  found  desirable  to  separate  foreign 
from  domestic  letters  in  the  files.  Many  houses  have  thought 
it  advisable  in  order  to  keep  together  all  references  to  a  given 
business  transaction  to  make  an  excerpt  or  a  precis  from  each 
of  many  different  letters  that  may  be  received  referring  to  the 
execution  of  an  order,  its  shipping,  its  financing,  etc.,  filing 
originals  separately  but  attaching  the  relative  memoranda  to 
the  customer's  own  letter.  Sometimes,  this  is  done  on  cards 
and  the  whole  transaction  is  recorded  in  a  card  index  cabinet. 

How  to  index  foreign  letters  would  by  itself  form  the  subject 
for  an  extended  chapter.  Uniformity  in  filing  and  indexing 
should  be  the  aim,  for  unless  a  uniform  sjrstem  is  devised  and 
adhered  to  it  will  be  found  difficult  if  not  impossible,  with  the 
development  of  an  extended  business,  to  refer  to  all  the  papers 
from  a  given  correspondent.  For  example,  names  involving 
*'de''  or  'Won''  may  either  be  filed  under  ^^D"  or  '*V,"  as 
the  case  may  be,  or  they  may  be  filed  under  the  first  letter  of 
the  name  which  they  qualify.  Whichever  principle  is  adopted 
should  be  invariably  maintained,  otherwise  letters  from  the 
same  person  may  be  filed  in  two  or  three  different  places.  In 
spite  of  the  prevalence  of  such  names  and  the  consequent  pos- 
sible encumbering  of  the  divisions  of  tb^  files  referring  to  them, 
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it  is  usually  regarded  best  to  file  such  letters  under  D  or  V. 
Numerous  other  variations  in  foreign  firm  styles  call  for  the 
intelligent  attention  of  the  export  manager  in  devising  proper 
filing  systems  and  supply  another  reason  for  the  location  of 
.  such  systems  in  the  export  department  itself. 

Mailing  Lists. — Almost  the  first  essential  of  any  export  de- 
partment is  the  compilation  and  maiiltenance  up  to  date  of  as 
complete  and  comprehensive  a  mailing  list  of  foreign  prospects 
as  can  in  any  way  be  collected.  How  to  secure  such  mailing 
lists  may  be  a  puzzle  to  the  beginner.  There  are  many  sources 
of  information,  but  extreme  care  should  be  exercised  in  the  pur- 
chase of  lists  of  names  that  are  sometimes  offered  to  exporters. 
Some  of  them  are  honestly  compiled,  others  do  not  merit  that 
description.  In  any  case,  lists  in  any  given  market  will  vary 
according  to  the  personality  of  the  compiler;  one  will  always 
be  found  to  differ  in  some  respects  from  another,  including 
some  names  and  excluding  others.  The  exporter  has  at  his  dis- 
position severed  world's  trade  directories,  the  best  of  which  is 
undoubtedly  Kelly's.  The  Bureau  of  Foreign  and  Domestic 
Commerce  of  the  Department  of  Commerce  at  Washington  has 
printed  several  directories  of  merchants  and  importers  in  vari- 
ous countries  which  can  be  obtained  for  nominal  sums,  but 
which  have  not  been  kept  up  to  date.  The  advertiser  in  the 
modem  export  trade  paper  is  entitled,  vdthout  extra  charge, 
to  information  regarding  trade  in  his  particular  line  in  the 
principal  markets  of  the  world.  In  addition  to  the  use  of  such 
sources  of  information  the  export  manager  must  continually 
keep  eyes  and  ears  wide  open  to  every  scrap  of  information 
he  can  gajther  relating  to  foreign  markets  in  general,  especially 
to  the  names  of  posible  customers  for  his  goods  abroad.  The 
compilation  of  a  complete  mailing  list  will  progress  slowly  and 
be  developed  from  a  basis  obtained  as  has  just  been  suggested. 
It  should  receive  the  thought  and  study  of  the  export  manager 
day  by  day  and  should  never  be  neglected ;  the  work  should  never 
be  suffered  to  fall  behind. 

Card  Indexes. — Mailing  lists  should  preferably  be  in  the 
form  of  a  card  index  system,  arranged  by  cities  under  the  coun- 
tries to  which  they  belong.  Scores  of  varying  practices  pre- 
vail as  to  the  nature  of  the  cards  that  are  written.  If  nothing 
m9T^j  each  card  must  stat^  ^me,  street  address,  city,  coun- 
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try  of  the  prospect  and  the  kind  of  business  in  which  he  is  en- 
gaged. Some  houses  include  on  one  and  the  same  card  informa- 
tion receivecl  as  to  the  financial  rating  of  the  house  indexed. 
Some  houses  even  provide  on  one  card  for  records  of  corre- 
spondence exchanged,  orders,  shipments  and  general  instruc- 
tions relating  to  business.  On  the  other  hand,  it  is  sometimes 
believed  better  to  have  separate  cards  for  these  several  details, 
sometimes  for  example  using  a  white  card  for  name,  address 
and  indication  of  businss  in  which  engaged,  colored  cards  for 
other  details — a  blue  card,  perhaps,  for  financial  reports  that 
are  received  regarding  the  same  house,  a  pink  card  for  a  record 
of  correspondence  exchanged,  and  perhaps  a  yellow  card  for  a 
record  of  orders  and  shipments. 

Sometimes  all  of  these  cards  are  kept  together  in  one  index 
drawer,  sometimes  the  cards  are  separated  into  special  drawers, 
each  referring  to  one  phase  of  business  relations.  Sometimes 
an  index  of  prospects  is  maintained  separately,  and  when  a 
prospect  is  turned  into  a  customer  his  card  is  removed  and 
placed  in  a  distinct  customer  file.  These  are  details  which 
each  export  manager  must  work  out  as  may  seem  best  to  him, 
or  as  the  policy  and  procedure  of  his  whole  oflSce  may  indicate 
as  preferable.  But  always  every  scrap  of  information  that 
can  be  obtained  regarding  a  prospect  or  a  customer,  personali- 
ties of  the  partners,  kinds  of  goods  handled,  other  firms  from 
whom  goods  are  bought,  etc.,  should  be  sought  on  every  possi- 
ble occasion  and  be  promptly  entered  on  appropriate  cards  re- 
lating to  him.  Moreover,  since  such  an  index  in  the  case  of  a 
really  progressive  export  department  is  bound  to  grow  fast 
and  continuously,  adequate  provision  should  be  ma4e  for  its 
expansion  from  time  to  time. 

A  special  file  for  agents  is  often  to  be  recommended.  The 
establishment  of  a  chain  of  agencies  as  nearly  complete  and 
perfect  as  possible  is  indispensable  to  fullest  export  success. 
Close,  constant  and  continuous  relations  must  be  established 
and  maintained.  The  card  index  devoted  to  them  may  be 
something  more  than  a  mere  record  of  correspondence  exchanged 
or  orders  received — it  may  be  full  of  personal  hints,  individual 
idiosyncrasies,  suggestions  received  and  given — anything  that 
may  help  in  developing  enthusiasm. 
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Order  Becords.— The  export  manager  should  be  held  re- 
sponsible so  far  as  circumstances  allow,  or  indeed  ought  to  make 
himself  responsible  for  the  right  transaction  of  every  relation 
of  factory  and  foreign  correspondent.  This  applies  not  merely 
to  the  exchange  of  letters  but  to  the  execution  of  orders.  No 
great  amount  of  detail  or  red  tape  is  necessarily  invoked. 
Moreover,  since  the  ^owth  of  any  one's  export  trade  is  quite 
sure  to  be  gradual,  usually  progressing  with  some  deliberation 
from  small  beginnings  to  more  frequent  and  larger  transac- 
tions, there  is  almost  always  time  and  opportunity  for  a  bright 
man  to  evolve  systems  and  procedure  that  seem  adequate  and 
best  suited  to  his  particular  requirements. 

It  is  certainly  true  that  special  precautions  are  necessary  in 
the  execution  of  foreign  orders.  To  ensure  attention  to  them 
is  the  part  of  the  export  manager.  He  should  be  the  one  to 
instruct  the  various  factory  and  department  heads  as  to  the 
peculiar  requirements  attaching  to  each  of  his  export  orders, 
and  he  should  keep  before  him  a  record  of  the  progress  of  each 
order  from  its  start  in  the  factory  until  its  final  despatch  by 
steamship..  He  may  keep  such  a  record,  preferably  perhaps,  in 
the  form  of  a  special  card  which  should  have  spaces  reserved 
for  memoranda  of  the  instructions  given,  the  date  when  the 
goods  enter  the  works,  when  they  should  be  finished,  what  sail- 
ing date  it  is  planned  to  make  and,  finally,  particulars  of  the 
actual  shipping  dates,  dates  for  mailing  of  documents,  etc. 

Instructions  given  other  factory  departments  must  obviously 
vary  according  to  each  organization.  They  should  include  in- 
structions to  the  bookkeepers'  or  invoicing  department;  instruc- 
tions to  the  packing  department,  including  even  details  re- 
quired for  packing  lists,  the  gross,  net  and  legal  weights  in 
pounds  or  kilos  and  the  measurements  of  the  cases ;  instructions 
to  the  shipping  department  as  to  marks  and  numbers  and  how 
they  are  to  be  applied — ^all  in  addition  to  special  instructions 
regarding  peculiarities  necessary  to  be  included  in  manufac- 
turing processes.  Sometimes  these  instructions  to  other  de- 
partments are  conveyed  in  individual  slips  or  cards,  sometimes 
a  blanket  sheet  is  employed  including  all  details  under  sep- 
arate headings  applying  to  different  departments,  which  sheet 
is  attached  to  the  usual  order  form  that  is  made  out  and  is 
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similar  in  size  to  the  latter,  but  preferably  printed  on  a  dirfer- 
ently  colored  paper. 

Record  of  Foreign  Requirenoients. — ^Arranged  by  countries 
or  sometimes  by  principal  ports,  there  should  always  be  kept 
a  record  of  the  general  rules  governing  transactions  therewith. 
Regulations,  national  or  local,  regarding  consular  invoices, 
marks  on  packages,  weights  and  how  calculated  by  custom 
houses,  advices  regarding  a  manuacturer's  peculiar  products 
whenever  they  have  been  received;  data  regarding  shipping 
lines,  routes,  etc.,  and  in  general  any  helpful  details  there  are  to 
be  remembered  or  that  should  be  available  for  instant  reference. 
Records  of  this  sort  may  be  made  on  cards  and  a  separate  file 
maintained  for  them,  or  they  may  be  indexed  in  a  general  file 
under  country  or  city  sub-divisions.  Again,  some  manufac- 
turers prefer  to  keep  records  of  this  sort  in  loose-leaf  books 
appropriately  indexed. 

Oorrespondence  Efficiency  Record. — It  will  almost  always 
be  found  a  valuable  guide  in  the  development  of  export  busi- 
ness to  keep  a  record  of  actual  results  obtained  from  various 
ways  of  soliciting  orders.  The  best  plan  perhaps  is  to  keep 
a  scrap  book  into  which  are  pasted  samples  of  circular  letters 
and  follow-ups  that  are  devised  from  time  to  time,  proofs  of 
advertisements  aimed  at  foreign  buyers,  printed  circulars, 
folders,  etc.  Catalogues  and  circulars,  even  follow-up  letters, 
like  advertisements,  should  always  be  keyed  in  order  that  re- 
sulting inquiries  and  ultimately  orders  may  be  properly  cred- 
ited. A  record  of  returns  received  both  in  the  way  of  inquiries 
and  actual  business  will  be  a  valuable  guide  as  to  the  effectiveness 
of  different  forms,  language,  arguments.  Such  a  record  ought 
never  be  definitely  closed,  for  it  is  by  no  means  unusual  in  the  ex- 
port trade  to  receive  replies  to  advertisements  and  circular  letters 
two  or  three  or  many  years  after  they  have  been  sent  abroad. 

LANGUAaSS  AND  TRANSLATIONS 

It  must  be  clear  enough  that  there  is  always  an  enormous 
advantage  in  talking  to  one's  customer  in  a  language  which  he 
quickly  and  clearly  understands.  To  write  letters  in  English 
soliciting  orders  from  a  man  who  speaks  only  French  involves 
his  getting  some  one  to  translate  the  letter  for  him,  and  if  he 
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has  to  pay  money  for  having  such  a  translation  made,  his  dis- 
gust on  finding  it  merely  a  ** drumming*'  letter  is  correspond- 
ingly increased.  To  ask  a  man  in  France  or  a  man  in  Peru  to 
buy  one's  goods,  using  the  English  language  when  one  does 
not  know  that  the  prospect  in  question  is  able  to  read  English, 
will  have  much  the  same  effect  on  them  as  would  be  the  effect 
on  the  American  were  he  to  receive  a  letter  from  a  Russian  ex- 
porter suggesting  in  the  Russian  language  the  propriety  of 
placing  an  order  for  some  Russian  products.  The  question  of 
languages  to  be  employed  in  letters  and  also  in  printed  matter 
is  therefore  a  highly  important  one. 

Language  of  the  Oustomer. — To  some  extent  the  language  to 
be  used  in  correspondence  with  prospects  abroad  is  governed  by 
the  language  spoken  in  the  prospect's  country,  but  to  some 
extent  also  it  is  governed  by  other  considerations.  Something 
depends,  for  example,  upon  the  distribution  to  be  given  to  the 
correspondence  in  question.  If  it  is  intended  for  the  ultimate 
consumer  or  for  small  retail  traders,  then  the  common  lan- 
guage of  the  country  must  be  employed.  If,  however,  the  cor- 
respondence is  aimed  at  the  big  buyers,  the  wholesalers  and  im- 
porters in  a  given  market,  then  either  the  local  language  of 
that  market,  or  in  some  cases  one  of  the  four  great  commercial 
languages  of  the  world,  may  be  used.  Throughout  Latin  Amer- 
ica it  will  be  found  that  many  of  the  largest  importers  are  of 
other  than  Latin  nationality.  That  is,  there  are  many  German 
and  English  houses  established  in  these  countries  whose  native 
languages  may  sometimes  be  used  instead  of  the  language  of 
their  adopted  country,  if  more  convenient  to  do  so. 

In  the  practice  of  the  average  American  exporter,  doing  busi- 
ness only  with  large  importers  in  foreign  countries,  it  will  be 
found  that  four  languages  are  all  that  is  necessary  to  employ, 
namely,  English,  French,  Spanish,  and  German.  It  is  quite 
needless  to  use  the  minor  tongues — Italian,  Danish,  Swedish, 
even  Russian — ^while  correspondents  who  write  or  seek  letters  in 
Arabic,  Malaysian,  Chinese  or  Japanese  may  properly  be  **  for- 
gotten.'' The  large  merchants  in  all  countries  thoroughly  un- 
derstand one  of  the  four  commercial  languages  of  the  world  and 
are  able  to  carry  on  correspondence  in  such  a  language.  Others 
are  sure  to  be  customers  of  insignificant  importance. 
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On  the  other  hand,  the  question  of  the  use  of  the  Portuguese 
language  is  a  problem  of  different  nature.  It  is  largely  one  of 
policy  and  applies  chiefly  to  trade  with  Brazil.  Brazil,  it  will 
be  remembered,  was  originally  a  Portuguese,  not  a  Spanish 
colony.  It  was  ruled  for  many  years  by  emigrant  emperors 
from  Portugal.  The  Brazilians  are  intensely  proud  of  having 
their  own  language  and  are  disposed  to  be  offended  if  they 
seem  to  be  confounded  with  other  South  Americans  when  letters 
are  addressed  to  them  in  the  Spanish  language.  Moreover, 
there  is  a  little  jealousy  in  Brazil  of  the  neighboring  Republic 
of  Argentina.  The  Brazilians  do  not  like  to  feel  that  they  are 
playing  **  second  fiddle '*  to  the  Argentines.  On  these  accounts 
the  exporter  will  do  well  to  add  Portuguese  to  the  other  four 
languages  which  have  been  called  the  great  commercial  tongues 
of  the  world,  even  though  every  large  importer  either  in  Portu- 
gal or  in  Brazil  would  be  quite  able  to  read  the  Spanish  or  the 
French  language.  But  it  is  to  be  noted  that  some  of  the  largest 
importing  houses  in  Brazil  are  either  of  English  or  German 
birth ;  with  them  one  of  these  other  languages  may  be  employed. 

There  are  probably  few  houses  the  world  over  which  make 
importing  their  business  which  do  not  have  some  clerks  in  their 
employ  who  read  English  even  if  the  principals  do  not.  Many 
a  man,  too,  is  able  to  read  a  language  when  he  cannot  write  or 
speak  it.  This  does  not  detract  from  the  advantage  of  ap- 
proaching such  concerns  in  the  language  they  habitually  employ 
in  business  and  therefore  understand  best.  The  study  of  geog- 
raphy, which  has  already  been  urged,  will  materially  help  in  de- 
termining the  languages  to  be  employed  in  the  case  of  the 
world's  markets.  It  is  common  enough  to  say  that  Spanish  is 
the  language  of  ** South  America,''  but  we  have  just  noted  that 
this  is  not  the  language  of  Brazil,  nor  is  it  the  language  of  the 
Quianas — British  Guiana,  Dutch  Guiana  and  French  Guiana. 
Furthermore,  Spanish  is  also  the  language  of  Central  America 
and  Mexico.  But  because  Spanish  is  the  language  of  Cuba, 
Porto  Rico  and  Santo  Domingo,  it  does  not  follow  that  it  is  also 
the  language  of  all  the  other  West  India  Islands.  No  manu- 
facturer can  be  excused  for  addressing  people  in  Jamaica  in  the 
Spanish  language.  Jamaica  is  a  British  colony  with  English  as 
its  language,  and  Spanish  is  just  as  strange  and  foreign  there 
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as  it  would  be  in  Chicago.  There  are  many  other  English  pos- 
sessions in  the  West  Indies,  but  in  Haiti  French  is  spoken. 

What  Languages  and  Where. — In  the  choice  of  languages  to 
be  used  in  preparing  letters  and  also  printed  matter,  one,  or 
three  or  four,  other  than  English  may  be  selected.  The  French 
language  may  be  used  for  correspondence  not  only  with  France 
and  French  colonies  all  over  the  world,  but  for  Belgium,  the 
western  end  of  Switzerland  centering  about  Lake  Geneva,  for 
Italy,  for  Turkey,  Greece,  Egypt  and  the  whole  Mediterranean 
district,  etc.  The  German  language  answers  for  the  German 
Empire  and  Austria-Hungary,  for  most  of  Switzerland,  for 
German  colonies  and  for  German  merchants  established  in  many 
different  countries.  Spanish  covers  all  of  Spain,  Central  and 
South  America  (with  the  exceptions  of  Brazil  and  the  Guianas), 
Mexico,  Cuba,  Porto  Bico,  Santo  Domingo,  and  the  Philippine 
Islands.  Portuguese  is  only  useful  for  Portugal,  Brazil  and 
Portuguese  colonies  in  East  and  West  Africa.  English  is  un- 
doubtedly the  most  widely  spread  and  most  generally  used  com- 
mercial tongue  of  the  world.  No  other  language  is  necessary  in 
cultivating  trade  in  Great  Britain  and  the  scores  of  British  col- 
onies scattered  all  over  the  face  of  the  globe,  including  Austral- 
asia, South  Africa,  and  British  India.  English  also  is  the 
commercial  language  of  the  Far  East,  China  and  Japan,  and  is 
the  best  language  ta  use  in  correspondence  with  Holland,  Den- 
mark, Norway  and  Sweden. 

The  question  of  what  language  to  use  in  addressing  firms  in 
Bussia  is  one  about  which  there  may  be  some  doubt.  Prior  to 
the  outbreak  of  the  European  War  German  was  the  usual  com- 
mercial language  of  large  concerns  throughout  Bussia.  The 
greater  part  of  the  large  traders  of  Bussia  were  Jews  using  Ger- 
man commercially  in  preference  to  other  languages.  Despite 
prejudice  in  Bussia  against  everything  German,  including  the 
language,  it  may  very  likely  result  that  German  will  again 
reestablish  itself  as  the  commercial  language  throughout  the 
empire.  French  has  been  the  language  of  high  society  in  Bus- 
sia, but  it  is  doubtful  whether  it  will  ever  develop  into  a  widely 
used  commercial  tongue  there.  On  the  other  hand,  compara- 
tively few  of  the  common  people  of  Bussia,  or  of  the  smaller 
shopkeepers,  speak  or  read  any  but  their  own  tongue. 
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Translatioiui. — The  manufacturer  nowadays  has  all  sorts  of 
opportunities  for  securing  translations  of  his  letters  and  cata- 
logues. There  are  innumerable  translation  bureaus  to  be  found 
in  every  principal  city  of  the  country.  It  is  part  of  the  service 
which  the  export  trade  paper  offers  to  its  advertisers,  that  corre- 
spondence arising  out  of  such  advertisements  is  translated  from 
and  into  the  necessary  foreign  languages,  if  desired.  When 
necessary  to  buy  translations,  first  attention  ought  to  be  given  to 
the  ability  of  the  translator  and  not  to  the  price  charged.  Many 
a  supremely  ridiculous  mistake  made  by  ignorant  translators, 
who  either  have  not  comprehended  the  English  original  or  have 
not  been  competent  in  the  languages  which  they  attempted  to 
use,  has  nullified  possible  good  effects  from  letters  entrusted  to 
them.  Many  a  blunder  costly  to  manufacturers  has  been  made 
by  incompetent  translators  of  letters  and  orders  from  foreign 
customers. 

The  principle  of  employing  the  best  available  translation  serv- 
ice applies  to  all  general  correspondence,  but  especial  emphasis 
must  be  laid  on  it  when  it  is  a  question  of  technical  terms  and 
descriptions.  All  letters  and  printed  matter  intended  for  dis- 
tribution in  foreign  countries  should  be  absolutely  exact  as  well 
as  clear  and  simple  in  terms.  No  mistakes  or  misapprehensions 
must  be  possible.  Furthermore,  it  is  out  of  the  question  to 
translate  literally  many  of  our  customary  expressions,  and  the 
translators  employed  must  aim  to  paraphrase  such  expressions 
in  a  manner  that  will  be  intelligible  to  our  correspondents.  A 
cheap  and  amateur  translator  who  transforms  a  hundred  dozen 
into  a  hundred  gross  must  be  avoided  at  any  cost. 

Translators  and  Their  Charges.— Prices  charged  by  fully 
competent  translators  run  about  as  follows:  From  Spanish, 
French,  German,  Portuguese  and  Italian  into  English  and  vice 
versa  50  cents  per  100  words ;  from  and  into  Russian,  Dutch  and 
the  Scandinavian  languages  75  cents  per  100  words.  Such  rates 
apply  usually  to  correspondence  only.  Technical  catalogue 
translations  sometimes  cost  a  little  more. 

When  a  thoroughly  dependable  translator  has  been  chosen, 
considerable  leeway  should  be  given  him  in  rendering  the  Eng- 
lish original  into  the  appropriate  foreign  language.  The  force 
of  a  letter  or  of  a  printed  page  may  be  considerably  increased 
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if  put  in  idiomatic  fashion  in  the  foreign  language  instead  of 
merely  producing  a  literal,  word  for  word  translation  of  the 
English.  The  foreign  language  involved  should  be  pure  in 
style  according  to  the  best  usage  of  that  language.  Local  terms 
for  the  same  thing  vary  in  all  languages  according  to  country, 
section  or  district.  There  is  a  good  deal  of  difference  between 
Brazilian  Portuguese  and  the  Portuguese  spoken  and  written  in 
Portugal  itself.  Many  articles  known  by  a  certain  name  in 
Spain  bear  quite  different  names  in  Mexico  or  Argentina.  Even 
the  common  egg  is  locally  referred  to  by  several  different  terms 
in  different  Latin  American  countries.  When  it  comes  to 
modem  machinery  there  are  more  often  than  not  no  exact  equiva- 
lents in  the  Spanish  language,  and  terms  adopted  in  Colombia 
may  be  utterly  unlike  those  used  in  Chile. 

Probably  the  translator  does  not  exist  who  is  intimately  ac- 
quainted with  all  of  the  local  expressions  used  among  different 
countries  for  referring  to  the  same  subject  matter  in  every  pos- 
sible connection.  A  translator  who  is  a  native  of  Venezuela 
knows,  of  course,  the  ordinary  terms  applied  to  a  certain  com- 
modity in  his  own  country.  Perhaps  he  may  know  varying 
practice  in  different  countries  as  applied  to  one  or  two  com- 
modities. He  will  hardly  know  all  terms  given  to  all  commodi- 
ties in  every  country  where  Spanish  is  used.  Where  exact 
terms  in  a  given  district  are  positively  known,  then  it  is  well  to 
employ  them,  but  it  will  not  do  to  assume  that  such  local  usage 
of  words  extends  in  all  directions,  and  it  is  much  better  when 
there  is  any  doubt  on  this  score  to  demand  the  use  of  pure  and 
idiomatic  Castilian,  rather  than  local  Spanish  slang. 

Criticism  of  translations  is  easy  and  is  quite  too  frequently 
made.  We  have  to  remember  that  in  writing  our  native  English 
one  of  us  uses  certain  expressions  which  our  friends  may  criticize 
severely.  Our  style  and  our  friend's  style  in  the  use  of  the  Eng- 
lish language  may  differ  materially.  It  is  precisely  so  in  every 
other  language.  The  best  authors  in  all  countries  have  bitter  crit- 
ics. Style  and  phraseology  in  business  correspondence  are  not 
vital,  so  long  as  the  desired  accuracy  and  force  are  transmitted. 

DEVELOPma  EXPORT  BUSINESS 

It  was  suggested  in  Chapter  I  that  in  a  general  way  there 
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are  four  means  of  getting  and  developing  an  export  business. 
These  were  enumerated  as:  (1)  by  means  of  correspondence, 
(2)  through  traveling  salesmen,  (3)  by  advertising,  (4)  by 
utilizing  New  York  or  other  American  export  commission  houses. 
To  these  may  be  added  one  more,  which  is  often  a  development 
from  or  an  adjunct  to  the  others.  This  is:  (5)  through  local 
commission  agents  domiciled  in  foreign  markets. 

Ways  of  Gtetting  Export  Trade.— Every  one  of  these  means 
ought  to  be  employed  by  the  manufacturer  aggressively  in 
earnest  about  developing  his  foreign  interests  to  the  largest  pos- 
sible extent.  Yet  in  the  export  trade,  as  always,  conditions 
must  govern.  In  one  market  one  means  may  be  employed, 
while  in  another  market  quite  other  means  will  be  utilized. 
Eternal  vigilance  is  the  price  of  the  largest  trade  development 
in  each  direction.  The  export  manager  must  be  eternally  and 
eagerly  on  the  watch  for  opportunities,  yet  in  the  export  trade, 
so  far  as  opportunities  are  concerned,  it  should  be  by  no  means  a 
•  case  of  first  come,  first  served.  The  right  man  in  each  place 
must  be  sought.  This  does  not  mean,  in  foreign  countries  any 
more  than  in  our  own,  that  the  biggest  man  is  always  the  most 
desirable.  He  may  be  too  big  and  too  busy;  he  may  have  a 
neighbor  smaller,  poorer,  but  of  the  right  character  and  of  suit- 
able enterprise  and  push. 

A  fascinating  problem,  this  of  getting  one's  self  established — 
in  the  right  way — in  each  one  of  the  great  foreign  markets  for 
one's  goods.  It  is  by  no  means  so  intricate  a  problem,  so  diffi- 
cult or  so  discouraging,  as  a  manufacturer's  first  efforts  in  a  new 
domestic  territory  are  likely  to  be. 

The  whole  world  has  always  looked  to  the  United  States  for 
novelties,  foreign  merchants  expect  from  us  something  new,  at 
least  improvements  of  some  sort  on  older  goods  with  which  they 
have  been  familiar.  This  helps  every  American  manufacturer 
materially.  It  virtually  ensures  attention  to  his  claims,  if  they 
are  only  presented  effectively.  The  result  is  morally  certain  to 
be  an  order  for  samples  when  the  foreign  buyer  is  properly  im- 
pressed by  the  intelligent  first  efforts  of  the  American  seller. 
Later  efforts  of  the  same  description,  when  the  intrinsic  value 
of  the  goods  backs  up  the  claims  made  for  them,  are  bound  to 
build  up  the  manufacturer's  future  and  permanent  trade. 
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CHAPTER  V 

FOREIGN  TRADE  00RRE8P0NDEN0E 

Correspondence  a  Vital  Element  in  Getting  and  Handling  Ex- 
port Business — General  Character  of  Letters  to  and  from 
Foreign  Countries — Inquiries  for  Goods  and  Replies  to  Them 
— Sales  Letters,  Circular  Letters  and  Follow-Up  Systems — 
The  Use  of  the  Cable. 

WHATEVER  other  means  are  adopted  for  initiating 
and  for  building  up  an  export  trade,  supreme  impor- 
tance must  always  attach  to  one's  foreign  corre- 
spondence. It  may  with  entire  safety  be  declared  that  there 
does  not  exist  an  exporter  in  the  United  States  or  in  any  other 
country  who  has  not  on  his  books  some  foreign  customers  whom 
he  has  never  seen,  and  whom  no  traveling  man  of  his  has  ever 
called  upon,  whose  business  has  been  established  and  developed 
solely  through  the  mails.  It  follows  that  no  matter  what  other 
efforts  to  get  and  to  increase  foreign  business  are  put  forth,  it 
is  essential  that  first  importance  be  given  to  the  question  of  the 
proper  conduct  of  foreign  correspondence. 

GENERAL  OHARAOTER  OF  FOREIGN  OORRESPOND- 

ENOE 

Correspondence,  being  the  very  backbone  of  all  export  trade, 
demands  the  most  serious  study  of  every  man  who  is  really  in 
earnest  in  his  efforts  to  increase  his  business  and  his  profits 
through  orders  from  foreign  countries.  We  are  told  often 
enough  that  it  is  quite  impossible  to  get  any  business  by  catalogue 
or  by  letter,  that  the  visit  of  a  traveling  salesman  is  indispen- 
sable. No  one,  however,  has  ever  anticipated  a  reply,  to  say 
nothing  of  an  order,  from  each  and  every  sales  letter  mailed 
abroad  or  at  home.  Perhaps  if  only  one  or  two  interested  re- 
plies are  received  from  every  hundred  circular  letters  of  the 
best  sort  that  are  despatched  to  possible  foreign  buyers,  perhaps 
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if  as  a  result  of  efforts  to  develop  actual  orders  only  one  real 
customer  is  ultimately  received  from  a  thousand  circular  letters, 
still  it  can  be  mathematically  demonstrated  that  in  proportion  to 
costs  the  effort  has  paid,  and  paid  well.  A  customer  has  been 
established.  The  question  is  not  one  of  the  volume  of  the  first 
order,  but  of  trade  to  follow  during  many  future  years.  More- 
over, the  establishment  of  one  customer  or  agent  makes  enor- 
mously more  easy  the  later  establishment  of  many  another  in  the 
same,  in  tributary,  and  in  neighboring  territories. 

Foreign  correspondence,  however,  includes  more  than  mere 
circular  letters.  It  includes  the  development  of  business  abroad 
established  in  any  one  of  several  different  ways.  It  includes 
the  successful,  profitable  and  mutually  satisfactory  conduct  of 
all  business  relations  with  customers  during  long  periods  of 
time.  It  includes  the  adjustment  by  mail  of  the  little  troubles 
and  misunderstandings  that  are  unavoidable  in  the  carrying  on 
of  any  sort  of  business  at  home  or  abroad.  It  includes  the  active 
and  interested  support  of  agents  in  foreign  markets. 

So  important  is  this  form  of  export  activity  that  unlimited 
thought  and  study  must  be  given  it  by  the  export  manager.  It 
deserves  a  special  course  in  our  commercial  schools  and  col- 
leges. Some  of  the  elementary  principles,  only,  underlying  the 
conduct  of  foreign  correspondence,  can  we  here  consider  briefly. 

Mail  Time  to  Foreign  Markets. — Stories  have  been  told  of 
American  manufacturers  who  addressed  letters  to  Manila, 
Philippine  Islands,  and  ten  days  later  wrote  vigorous  complaints 
that  no  answers  had  been  received.  The  Philippines  are  a  long 
ways  off,  half  way  'round  the  world  from  us.  There  are  no  ex- 
press trains  between  Chicago  and  Manila.  There  are  not  even 
mail  steamers  every  two  or  three  days  from  San  Francisco  or 
Puget  Sound.  It  is  not  merely  a  question  of  reaching  a  point 
13,000  miles  distant ;  it  is  one  of  catching  steamers  and  of  weeks 
of  time.  The  exporter  who  addresses  a  letter  to  Sydney,  Aus- 
tralia, or  to  Buenos  Aires,  Argentine  Republic,  must  remember 
that  his  letter  will  be  at  least  thirty  days  en  route.  His  corre- 
spondent's reply  will  occupy  thirty  days  in  transit  back  to  the 
United  States;  allowing  a  reasonable  leeway  for  the  considera- 
tion and  the  writing  of  the  reply,  for  delay  in  despatch  of  later 
miail  steamers,  it  is  clear  that  the  exporter  cannot  hope  to  re^ 
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ceive  an  answer  from  points  like  those  mentioned  inside  of  ten 
weeks  from  date  of  his  first  letter.  Very  likely  eleven  or  twelve 
weeks  will  be  the  best  that  he  can  expect.  Even  in  normal  times, 
when  steamship  services  have  been  uninterrupted,  three  weeks 
have  often  been  required  to  receive  answers  in  New  York  from 
agents  or  correspondents  in  London,  even  expecting  their 
promptest  attention. 

Some  of  our  foreign  markets  seem  on  the  maps  very  close  to 
us.  We  may  understand  that  it  is  possible  for  a  letter  from 
New  York  to  be  delivered  in  Havana,  Cuba,  in  three  days'  time. 
More  likely,  five  days  will  be  the  usual  course  of  mails.  We 
ought  not  to  count  on  replies  being  received  in  ten  days,  al- 
though in  exceptional  cases  that  might  happen.  Jamaica  does 
not  look  very  far  from  Cuba  when  we  inspect  the  maps,  but 
there  is  not  the  same  communication  between  this  country  and 
Jamaica.  We  can  expectifibout  only  one  mail  a  week  and  five 
days  are  consumed  in  transit  from  New  York.  Obviously,  there- 
fore, replies  from  our  friends  in  Jamaica  ought  not  to  be  looked 
for  inside  of  three  weeks.  For  several  reasons,  as  will  shortly 
appear,  considerations  like  these  must  be  taken  into  account 
by  every  exporter. 

Export  Stationery. — If  in  other  countries  the  same  impor- 
tance is  not  attached  to  the  employment  of  artistic  or  char- 
acteristic letter-heads  as  in  our  own,  that  by  no  means  argues 
that  the  best  of  our  stationery  does  not  carry  the  same  desirable 
impression  abroad  it  is  believed  to  carry  in  the  United  States. 
It  is  not  as  a  rule  necessary  to  devise  special  letter-heads  for 
foreign  use,  providing  always  that  the  form  employed  here  at 
home  is  dignified  and  otherwise  creditable.  It  is  neither  neces- 
sary nor  desirable  to  have  letter-heads  translated  into  foreign 
languages.  An  exception  may  be  made  for  circular  letter  use, 
where  advertising  value  in  the  letter-head  is  sought.  How- 
ever, for  the  use  of  the  export  department  it  may  sometimes  be 
worth  while  imprinting  regular  letter-heads  with  the  phrase 
"Export  Department"  coupled  sometimes  with  the  export  man- 
ager's individual  name.  Certainly  the  firm's  letter-head  for 
foreign  use  should  always  include  the  cable  address  and  the 
names  of  the  cable  codes  which  may  be  employed  in  telegraphic 
correspondence  with  it. 
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American  business  houses  are  famous  for  the  quality  of  their 
business  stationery.  We  should  maintain  our  reputation  in  this 
regard.  Since  the  raising  of  the  minimum  weight  for  foreign 
letters  from  half  an  ounce  to  one  ounce,  there  no  longer  exists 
the  necessity  for  preparing,  foreign  stationery  of  very  light 
weight,  nor  is  it  necessary  to  provide  square  envelopes  for  the 
export  department  in  imitation  of  certain  foreign  practices, 
unless  it  is  desired  to  have  them  as  a  means  of  differentiating  for* 
eign  from  domestic  letters,  and  thus  ensuring  the  necessary 
special  postage  stamps,  as  has  already  been  suggested.  All  in 
all,  therefore,  it  would  seem  that  one's  usual  stationery  is  quite 
suflScient  for  his  foreign  correspondence  as  well.  Of  course,  the 
advertising  value  of  stationery  is  never  to  be  overlooked,  but  in 
foreign  letters  it  should  be  subordinate  to  the  dignity  and  for- 
mality which  are  always  highly  desirable  in  dealing  with  the  best 
class  of  foreign  merchants.  •  - 

Formality  in  Language. — Personalities  and  above  all  offensive 
impertinences  must  be  studiously  avoided  in  carrying  on  corre- 
spondence with  foreign  customers.  The  tone  of  our  letters  must 
always  be  courteous,  but  rather  formal  and  dignified  than  the 
contrary.  Anything  that  approximates  or  savors  of  American 
rilang  must  be  avoided  no  matter  how  effective  it  may  seem  to  us, 
because  the  chances  are  that  its  very  significance  will  be  missed 
by  our  foreign  correspondents.  They  will  not  understand  what 
we  mean.  It  is  true  that  some  of  our  slang  expressions  have 
made  their  way  into  some  foreign  countries,  but  this  is  by  no 
means  true  of  all  such  expressions,  nor  of  all  countries.  In  any 
case,  the  use  of  such  expressions  is  not  to  be  commended.  We 
ought  not  to  say,  for  example,  that  we  have  **a  cracka'jack  line," 
for  people  in  other  countries  will  not  appreciate  the  phrase  or 
guess  its  derivation  or  popular  use. 

The  foreign  business  letter  should  be  essentially  business.  It 
is  usually  addressed  to  large  or  important  business  establish- 
ments. The  same  phraseology  should  not,  therefore,  be  em- 
ployed that  is  a  favorite  in  some  of  our  American  mail-order 
business.  In  corresponding  with  foreign  ** agents"  the  mistake 
has  sometimes  been  made  by  ignorant  American  concerns  of  send- 
ing the  trashy,  ill-bred  letters  that  are  used  in  this  country  in 
answering  replies  from  **want  ads,"  for  house-to-house  peddlers 
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of  mail-order  goods.  Such  correspondence  addressed  to  foreign 
countries  is  an  insult  to  the  intelligence  and  the  breeding  of  the 
whole  American  people. 

Mr.  Wyman,  Export  Manager  of  Carter's  Ink  Company,  tells 
a  story  in  System  vividly  illustrating  this  point.  **No  other 
explanation  than  a  failure  to  take  the  other  man's  viewpoint 
could  be  responsible  for  a  letter  addressed  to  a  prominent  Cal- 
cutta merchant  which  was  started,  'Bill  Jones  of  Kalamazoo 
made  $1,800  in  one  month  with  our  patent  back-actioned  potato 
peeler.    Can't  you  do  as  well  as  BillT  " 

A  signed  letter  is  regarded  in  other  countries  as  having  all  the 
formality  and  sanctity  of  a  contract.  Every  promise  made  in  a 
letter  must  be  fulfilled,  if  accepted  by  our  correspondents,  no 
matter  on  what  costly  blunders  or  errors  that  promise  may 
originally  have  been  founded.  We  shall  be  expected  by  our 
customers  abroad  to  abide  by  our  written  word.  Care  must 
therefore  be  taken  to  write  nothing  which  we  are  not  prepared 
to  make  good,  and,  if  conditions  are  attached  to  clauses  in  our 
letters,  then  studious  emphasis  must  be  placed  on  those  condi- 
tions, clearly  explained,  so  that  they  cannot  be  misunderstood 
at  the  other  end  of  the  line. 

Personalities  in  Foreign  Letters. — While  it  has  been  re- 
marked that  personalities  should  not  be  employed  in  foreign 
business  letters,  yet  like  most  other  rules  this  may  have  its  ex- 
ceptions. Where  an  actual  personal  acquaintance  exists  be- 
tween the  American  house  and  the  foreign  house,  or  between 
individual  members  of  both,  then  the  personal  element  may  mod- 
estly be  introduced  even  into  a  business  letter.  Yet,  it  is  doubt- 
ful if  a  separate  and  distinct  personal  enclosure  with  the 
formal  business  communication  would  not  be  the  better.  How- 
ever, with  the  growth  of  correspondence  with  customers  through- 
out Latin  America  the  personal  touch  is  regarded  as  almost 
essential.  This  applies  especially  to  correspondence  with  cus- 
tomers of  Latin  blood,  and  distinction  must  be  made  between 
such  correspondents  and  other  business  houses  in  Latin  America 
who  may  be  of  English,  German  or  other  nationality.* 

1  "Between  the  purely  business  letters  always  couched  in  the  language 
which  is  suited  to  its  recipient  (and  it  is  as  fatal  to  write  redundant  let- 
ters to  Melbourne  as  it  is  crisp  'ginger'  to  Guayaquil)  the  personal  note 
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Short  vs.  Long  Letters. — ^When  one  is  doing  business  or  trying 
to  do  business  with  customers  from  3,000  to  15,000  miles,  or, 
say,  from  three  weeks'  to  three  months'  mail  time,  distant  from 
us,  then  it  is  clear  that  other  rules  for  correspondence  than  those 
we  employ  at  home  may  well  be  considered.  It  is  almost  cer- 
tainly a  mistake  to  employ  what  Mr.  Wyman  has  called  our 
*  *  condensed-eflSciency-omit-dear-sir-and-yours-truly ' '  letter.  It 
should  be  our  object  to  tell  the  whole  story  in  each  letter,  to 
leave  nothing  to  imagination  or  to  guesswork  on  the  part  of  our 
foreign  correspondents.  The  short,  *' snappy"  letter  is  re- 
garded by  many  here  at  home  as  distinguishing  the  best  corre- 
spondent. It  will  not  do  when  we  are  developing  business  in 
other  countries.  Our  correspondents  do  not  know  our  goods 
when  we  first  call  their  attention  to  them.  Possible  interest 
evoked  by  a  chance  phrase  or  paragraph  very  quickly  evaporates 
when  inquiries  have  to  be  made  for  particulars  and  many  weeks 
elapse  before  the  thing  is  made  clear.  Moreover,  throughout 
Latin  America  our  usual  brief  letter  is  regarded  as  brusque  and 
discourteous. 

Each  clause  and  each  phrase  in  every  letter  must  be  so  clear 
and  simple  that  a  child  can  understand  it  and  we  must  not  be 
stingy  with  the  paragraphs.  Far  better  to  have  two  or  three 
pages  of  them,  and  put  our  whole  position  fully  before  our  corre- 
spondents, than  to  delude  ourselves  with  the  expectation  that 
they  are  mind  readers.  This  always  providing,  of  course,  that 
we  tell  our  story  in  an  interesting  as  well  as  forceful  fashion. 
The  reader's  attention,  our  prospect's  attention,  must  be  en- 
listed and  riveted  from  the  start.  The  adroitness  of  the  letter 
writer  will  be  shown  in  maintaining  that  interest  through  to  the 
end.  Apologies  seem  necessary  when  we  write  two  and  three 
page  letters  here  at  home.    They  are  not  called  for  in  similar 

can  be  introduced  by  a  letter  on  the  export  manager's  personal  stationery 
asking  some  little  favor.  As  a  specific  example,  a  letter  asking  for  local 
photographs,  stamps,  and  semi-precious  stones,  when  properly  worded  and 
accompanied  by  an  ample  remittance,  leads  graciously  to  some  small 
souvenir  to  reciprocate  the  courtesy  and  repay  in  part  the  inconvenience. 
When  you  begin  to  have  a  steady  outgoing  mail  which  includes  everything 
from  hymnals  to  royal  auction  score  pads,  when  your  correspondents  feel 
free  to  ask  you  to  select  seeds  for  their  garden  and  baby  carriages  for  their 
children,  you  may  rest  assured  that  your  low-priced  competition  will  beckon 
in  vain."     (Walter  F.  Wyman.) 
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letters  addressed  to  other  countries.  It  is  not  the  bulk  or  the 
quantity  of  the  letter,  it  is  essentially  its  quality  that  counts. 
Everything  depends  on  what  we  say  and  how  we  say  it ;  not  on 
the  number  of  lines  to  which  the  letter  runs. 

Composition  of  Foreign  Letters.— It  is  perhaps  in  connec- 
tion with  our  long  distance  correspondence  that  the  rule  espe- 
cially applies,  ''put  yourself  in  the  other  man's  place."  Try  to 
picture  to  yourself  the  mental  attitude  of  an  important  mer- 
chant who  does  not  understand  your  goods  or  your  policy  or 
your  general  business,  who  may  very  likely  never  have  heard 
of  you  or  of  your  special  products  before ;  who  does  business  in 
a  little  different  way  in  some  respects  from  ways  in  vogue  in 
the  United  States,  who  lives  in  another  country  where  possibly  a 
different  language  is  spoken,  or  where  even  the  English  language 
may  be  used  in  a  little  different  fashion  than  we  are  accustomed 
to  use  it — then  make  the  effort  to  appeal  to  such  a  correspondent 
in  a  way  to  bring  the  result  you  seek. 

There  are  some  rules  of  a  general  nature  that  may  be  laid 
down.  For  example,  there  are  the  complimentary  phrases  pre- 
ceding the  final  salutation  and  signature  to  a  letter.  Instead  of 
winding  up  with  the  commonplace  ** Yours  truly,''  a  certain  ful- 
someness  is  never  mistaken  policy  in  foreign  letters.  If  nothing 
more,  we  may  say  ''Awaiting  your  further  favors"  or  "We 
trust  that  we  may  have  the  pleasure  of  inaugurating  (or,  further 
developing)  an  extensive  and  profitable  trade  for  our  mutual 
benefit."  Again,  it  is  frequent  foreign  practice  to  sign  letters 
with  such  expressions  as,  "We  are,  gentlemen,  faithfully  yours," 
etc.  Our  English  cousins,  in  addressing  correspondents  whom 
they  especially  esteem  or  who  are  unusually  prominent  or  im- 
portant people,  sometimes  sign  "Your  obedient  servants,"  or 
"With  assurances  of  our  highest  respect  and  esteem."  These 
may  be  variations  of  the  antique  Spanish  form  which  never 
fails  to  cause  a  smile  when  an  American  first  understands  the 
translation  of  the  mystic  abbreviations  with  which  the  Spanish 
and  the  Spanish-American  sign,  "S.  S.  S.  q.  b.  s.  m."  This 
ancient  form,  which,  of  course,  long  ago  lost  its  literal  signifi- 
cance, translates  into  "Your  obedient  servant  who  kisses  your 
hand." 

In  writing  to  big  importers  and  the  larger  "department 
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stores"  it  is  always  wise  to  address  by  name  the  buyer  in  the  de- 
partment likely  to  be  interested  in  one's  goods.  When  that 
buyer  is  not  known  by  name,  perhaps  the  opening  paragraph  of 
a  letter  addressed  to  the  house  may  beg  the  special  attention  of 
the  buyer  in  such  and  such  a  department. 

The  great  things  to  be  borne  in  mind  in  foreign,  as  perhaps 
in  any  letter  writing  are:  accuracy,  clearness,  businesslike  na- 
ture, conciseness  without  loss  in  comprehensiveness,  and  cour- 
tesy. Inaccuracy  in  foreign  correspondence  is  certainly  the  un- 
pardonable sin.  Carelessness  and  indifference  will  react  dis- 
astrously upon  the  man  guilty  of  them.  The  expressions  of  a 
letter  must  be  clear  and  all  possibility  of  double  or  doubtful 
meaning  must  be  avoided.  Undoubtedly  the  use  of  short  sen- 
tences contributes  to  clearness. 

The  dividing  of  the  letter  into  many  paragraphs  is  desirable 
practice  in  foreign  as  in  domestic  letter  writing.  The  intro- 
duction of  headings  in  capital  letters,  or  the  use  of  catch  words 
in  the  margin  at  the  left,  usually  assists  in  directing  especial 
attention  to  paragraphs  which  it  is  desired  to  emphasize. 

Care  must  be  taken  to  develop  one's  argument  consecutively, 
to  group  together  all  paragraphs  containing  information  relat- 
ing to  the  same  subject.  The  use  of  the  postscript,  which  was 
once  thought  to  be  bad  form,  is  sometimes  a  highly  desirable 
method  of  lending  special  emphasis  to  some  desired  point. 

The  old  newspaper  rule  that  the  first  sentence  should  be  such 
as  to  attract  immediate  attention  is  a  good  one  to  adopt  in  any 
correspondence.  Following  this  the  argument  of  the  letter 
should  be  carefully  and  adroitly  developed.  But,  after  all,  the 
main  essential  in  a  foreign  letter  must  always  be  the  simple, 
clear  and  full  story  of  what  you  have  to  say.  Once  more  it 
should  be  here  emphasized  that  blow,  brag  and  exaggeration 
must  be  avoided  at  any  cost.  Let  us  have  no  more  talk  of  **our 
factory  is  the  biggest  in  the  world."  If  we  say  steel,  let  us 
mean  steel — ^not  sheet  iron. 

Oopies  of  Letters. — It  is  the  custom  in  carrying  on  corre- 
spondence with  established  customers  abroad  that  copies  of  un- 
usually important  letters  be  forwarded  by  succeeding  mails  or 
by  another  steamer  than  that  which  carries  the  originals.  This 
is  to  guard  against  risk  of  loss  in  transit.    It  is  followed  gen- 
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erally  when  unusual  risks  attend  shipping,  as  in  times  of  war, 
but  except  under  such  conditions  it  has  not  of  late  years  been 
regarded  as  necessary  to  submit  copies  of  ordinary  letters.  The 
practice  should  never  be  carried  too  far.  For  example,  no  copies 
ought  to  be  sent  of  circular  or  general  sales  letters. 

Prepayment  of  Replies. — It  is  often  enough  the  desire  of  the 
exporter  to  secure  a  reply  from  his  foreign  correspondents  and 
usually  it  is  rather  difficult  securing  supplies  of  foreign  postage 
stamps  to  enclose  with  letters  to  which  replies  would  be  purely 
a  matter  of  courtesy  and  not  absolutely  required.  Several  years 
ago  the  International  Postal  Union  authorized  the  use  of  reply 
coupons  which  can  be  purchased  at  any  post  office  and  are  recog- 
nized by  offices  in  most  of  the  principal  countries  of  the  world. 
These  coupons  cost  6  cents  each  and  are  exchangeable  in  coun- 
tries where  they  are  recognized  for  postage  stamps  equivalent 
to  5  cents  in  value,  thus  enabling  us  to  prepay  replies  from  our 
correspondents  abroad,  no  matter  what  stamps  they  use.  The 
use  of  these  reply  coupons  is  to  be  recommended,  but  that  use 
should  be  made  with  discretion.  The  effect  is  obviously  bad 
when  one's  foreign  correspondents  are  urged  to  make  a  reply  to 
a  communication  which  is  of  no  special  interest  to  them  and 
when  an  apparent  effort  is  made  to  force  such  a  reply  through 
enclosing  a  stamp  or  a  reply  coupon  for  that  purpose.  Almost 
any  one's  feeling  is  likely  to  be  that  he  may  be  trusted  to  an- 
swer anything  of  interest  to  him,  but  that  he  objects  to  having 
any  obligation  forced  upon  him  and  holds  himself  entirely  at 
liberty  to  disregard  the  prepayment  of  reply  which  has  been  sent 
to  him.  On  the  other  hand,  when  a  favor  is  asked  of  a  corre- 
spondent, then  the  prepayment  of  a  reply  may  be  put  in  a  deli- 
cate and  courteous  fashion  that  can  give  no  offense. 

SPECIAL  AND  INDIYIDUAL  LETTERS 

A  manufacturer's  foreign  correspondence  is  certain  to  be 
heavy — ^if  he  pushes  as  aggressively  as  he  should  to  establish  his 
goods  in  export  markets.  That  correspondence  will  include 
both  special  and  circular  letters,  and  each  kind  may  be  either 
individualized  or  **form."  Needless  to  say,  the  more  indi- 
vidualizing that  can  be  put  into  all,  the  better. 

Two  Ways  of  Introduction  by  Letter. — In  opening  corre- 
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spondence  with  a  given  foreign  market  either  of  two  methods 
may  be  chosen:  a  number  of  identical  (circular)  letters  may  be 
addressed  to  several  or  all  the  good  houses  in  that  market  of 
whom  the  manufacturer  may  hear,  offering  to  all  the  same  terms 
and  the  same  goods ;  or  one,  only,  special  letter  may  be  written  to 
that  one  house  in  the  market  in  question  which  information  ob- 
tained indicates  as  that  house  apparently  most  desirable  as  an 
exclusive  (or  the  chief)  connection  there  for  the  manufacturer's 
goods.  Both  methods  have  their  advocates.  Let  us  now  con- 
sider the  latter  plan,  that  of  addressing  one  house  only  in  a 
market. 

To  study  the  personnel  of  a  market,  determining  the  relative 
importance  there  of  the  several  importers  and  merchants,  asses- 
sing the  probable  or  apparent  advantage  of  each  to  the  manu- 
facturer's goods  and  policies,  is  obviously  good  policy  in  any 
event.  Picking  out  the  one  house  which  seems  most  to  be  de- 
sired, introducing  oneself  only  to  that  house  in  the  effort  to 
establish  one's  line  in  his  market,  may  very  likely  postpone  for 
a  time  the  introduction  of  the  goods.  The  house  addressed  may 
not  be  interested ;  it  then  becomes  necessary  to  approach  a  second 
choice  on  the  list  in  the  same  market,  perhaps  later  a  third  and  a 
fourth  choice.  When,  however,  the  line  is  finally  placed,  the 
manufacturer  knows  that  he  has  placed  it  in  the  very  best 
hands  available  to  him.  Though  perhaps  slower  in  results,  this 
method  finds  supporters  among  those  who  look  beyond  imme- 
diate orders  to  ultimate  development  of  trade.  Circular  letters 
to  all  possible  prospects  in  a  market  may  result  in  prompter 
manifestation  of  interest  on  the  part  of  some  one,  if  not  one  of 
those  most  desired. 

Selecting  only  one  target  for  correspondence  in  a  market  will 
still  give  the  Export  Department  plenty  of  work,  for  there  are 
so  many  markets.  The  effort  to  get  established  in  the  best  avail- 
able way  should  be  going  on  at  the  same  time  in  Peru  and  in 
New  Zealand,  in  Egypt  and  in  Japan. 

Initial  Letters. — How  shall  we  introduce  ourselves  when  we 
approach  a  foreign  buyer  for  the  first  time,  if  we  are  writing 
individual  letters,  one  at  a  time,  to  prospects  who  seem  peculiarly 
desirable?  The  best  of  all  introductions  is  certainly  that  from 
some  of  our  friends  or  acquaintances  who  are  already  doing 
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business,  better  yet,  have  for  a  long  time  done  business,  with  the 
prospect.  If  we  can  write  specifically  that  Messrs.  Smith  & 
Jones,  of  Chicago,  with  whom  we  are  on  peculiarly  intimate 
terms,  have  urged  us  to  offer  our  goods,  or  their  exclusive  con- 
trol, to  Robinson  &  Browne,  their  own  especially  valued  cus- 
tomers in  Melbourne — that,  in  consequence,  we  have  made  a 
careful  selection  from  our  line  and  pared  down  our  prices  to  the 
last  cent,  etc.,  etc. — then  we  are  sure  to  receive  consideration,  at 
least.  But  never  ought  we  say  in  an  airy,  indefinite  way,  that 
we  owe  the  address  of  Robinson  &  Browne,  of  Melbourne,  '*to 
friends  of  ours."  It  is  actual  acquaintances  and  business  rela- 
tions of  specific  friends  on  which  we  must,  in  such  cases, 
depend. 

If  we  cannot  gain  such  an  introduction  (though  one  should 
not  be  difl&cult  through  inquiry  and  cooperation)  then  we  can  de- 
clare in  our  initial  letter  that  we  have  for  some  time  been  mak- 
ing a  careful  study  of  the  market  where  our  prospect  is  estab- 
lished, have  weighed  the  relative  importance,  facilities,  advan- 
tages, etc.,  of  the  several  leading  concerns  there  on  the  basis  of 
information  we  have  gathered,  and  venture  to  address  the  par- 
ticular prospect  as  the  one  house  whom  we  would  like  most  of 
all  to  count  as  our  customer  and  ally  in  introducing  our  new  line, 
which  has  notable  qualities,  advantages,  prices,  etc.  But  let  us 
not  stultify  ourselves  by  using  such  phraseology  in  a  number  of 
identical  letters  to  the  same  market  at  the  same  time. 

Support  of  Foreign  Agents.— Not  least  important  among  the 
letters  which  must  engage  the  attention  of  the  export  manager 
are  those  which  keep  him  in  constant  and  intimate  relation  with 
agencies  he  has  established  abroad.  It  is  altogether  too  com- 
mon a  practice  for  a  manufacturer  to  intimate,  though  he  may 
not  say  it  in  so  many  words,  **Now  we  have  given  you  the 
agency  for  the  finest  line  of  goods  on  earth,  go  ahead  and  send 
us  orders."  The  exporter's  duty  does  not  stop  here.  It  is 
distinctly  his  part  to  keep  his  agents  primed  with  interest,  en- 
thusiasm and  ambition.  The  tone  and  temper  of  the  letters 
which  he  receives  from  the  home  office  are  all  important.  When 
he  sends  in  orders,  congratulate  him ;  when  he  sends  none,  try  to 
find  out  why — and  devise  means  of  helping  him  remedy  the  situ- 
ation.   A.  E.  Ashbumer,  Foreign  Manager,  American  Multi- 
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graph  Sales  Company,  advises  monthly  letters  or  bulletins  of  in- 
formation and  suggestion  and  indicates  the  following  as  suit- 
able subjects  for  such  letters:  Letters  of  general  instructions; 
letters  of  sales  instructions;  letters  of  mechanical  instructions; 
letters  giving  details  of  new  goods  placed  on  the  market  with 
new  sales  arguments  regarding  them ;  letters  taking  old  lines  off 
the  market;  letters  reducing  or  increasing  prices. 

A  general  correspondence  campaign  in  a  local  territory  is 
often  carried  on  by  exporters  direct  from  the  factory  to  assist 
local  agents  in  developing  their  territories.  It  often  happens 
abroad  as  well  as  at  home  that  a  letter  bearing  a  foreign  post- 
age stamp,  coming  direct  from  headquarters,  makes  a  deeper 
impression  than  a  mere  local  circular.  When  this  is  done  the 
prearranged  cooperation  of  the  agent  is  essential.  Further- 
more, his  ideas  as  to  the  character  and  nature  of  the  letters  from 
the  home  office  should  be  sought.  The  manufacturer  himself 
may  not  have  nearly  so  thorough  an  acquaintance  with  the  sym- 
pathies, prejudices,  idiosyncrasies  of  the  foreign  people  to  be 
addressed,  and  valuable  hints  in  these  regards  may  be  received 
from  the  agent. 

FOREIGN  INQUIRIES  AND  REPLIES  TO  THEM 

Every  inquiry  received  from  a  foreign  country  regarding 
one's  goods  ought  to  receive  some  sort  of  attention.  Not  one 
should  be  consigned  read  or  unread  to  the  waste  paper  basket. 
The  fact  that  a  good  many  letters  from  Latin  America  are  re- 
ceived on  plain  paper  bearing  no  printed  indication  of  the 
writer's  occupation  must  not  be  assumed  to  indicate  that  the 
correspondents  are  not  potential  customers.  It  is  not  very  long 
ago  that  one  such  inquiry,  which  it  turned  out  had  come  from 
the  proprietor  of  an  extensive  hacienda  (ranch)  in  a  Latin 
American  country,  resulted  in  a  total  order  amounting  to  over 
$10,000  for  farm  supplies  of  different  sorts. 

The  great  desideratum  in  answering  foreign  letters  is  the 
ability  to  reply  without  requiring  fresh  questions,  to  tell  one's 
story  in  full  and  beyond  the  possibility  of  misunderstanding, 
to  anticipate  objections  and  criticisms,  in  a  word,  to  sell  one's 
goods.    A  certain  ability  in  psychology  should  be  cultivated. 

Analysis  of  Foreign  Letters. — Too  many  of  us,  perhaps,  are 
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apt  to  carry  our  national  obsession  of  ''hustle"  into  the  reading 
of  our  correspondence.  We  glance  hastily  over  a  few  phrases, 
or  a  paragraph  or  two ;  we  do  not  digest  the  letters  we  receive. 
A  good  deal  is  often  to  be  learned  of  what  is  at  the  back  of  our 
correspondents'  minds  by  a  study  of  their  letters,  of  their  char- 
acter and  idiosyncrasies,  when  we  have  never  met  them  in  per- 
son ;  a  good  deal  of  the  nature  and  even  probable  extent  of  their 
business  from  an  analysis  of  some  letter-heads. 

The  quite  obvious  features  of  a  letter-head  are  the  variety 
and  kinds  of  goods  handled  and  the  sources  of  possible  informa- 
tion about  the  correspondent's  business,  his  reliability  and  re- 
sponsibility, as  betrayed  by  the  names  which  may  be  printed  of 
suppliers  of  the  goods  he  handles.  The  date  of  the  establish- 
ment of  his  business  may  be  notable,  even  the  individual  names 
of  the  partners  in  a  firm  or  ofl&cers  of  a  company.  There  may 
be  branch  establishments  named;  cable  address  and  codes  used; 
indications  as  to  whether  manufacturer,  importer  or  retail  shop- 
keeper— aU  may  be  interesting  if  not  important.  Sometimes 
there  is  more  or  different  information  imprinted  on  the  en- 
velope in  which  a  communication  is  received — one  reason  for  at- 
taching all  foreign  envelopes  to  their  enclosures  as  they  are 
opened. 

Information  and  clues  from  letters,  letter-heads  and  envelopes 
should  always  be  sought  and  duly  recorded;  but  they  should 
be  recognized  as  only  suggestive,  to  be  proven  or  disproven  by 
investigation  or  the  course  of  events.  Printing  is  not  expensive 
and  the  humblest  or  most  undeserving  may  compose  the  most 
grandiose  and  eloquent  ''copy.*' 

Kinds  of  Inquiries. — A  certain  proportion  of  foreign  inquiries 
received  by  any  manufacturer  is  sure  to  be  made  up  of  letters 
from  commission  agents  who  do  not  want  to  buy  goods  them- 
selves but  wish  to  sell  them  for  the  account  of  the  American 
manufacturer.  The  function  of  such  agents  will  be  explained  in 
a  later  chapter.  No  matter  how  disposed  toward  them  the 
manufacturer  may  feel,  no  matter  whether  obviously  some  in- 
quiries of  this  sort  come  from  individuals  with  whom  it  may 
seem  for  the  time  being,  at  any  rate,  undesirable  to  establish 
relations,  yet  in  every  instance  a  reply  of  some  sort  should  be 
sent.    It  is  just  as  well,  usually,  for  the  manufacturer  to  secure 


Digitized  by 


Google 


136  PRACTICAL  EXPORTING 

the  good  will  of  every  correspondent  who  has  shown  the  slightest 
interest  in  his  goods.  No  harm,  certainly,  can  result  from  an 
advertisement  of  one's  goods  and  their  peculiar  qualities  even  if 
it  is  not  desired  to  meet  the  special  terms  proposed  by  a  corre- 
spondent. 

Moreover,  it  is  easy  to  make  mistakes  in  appraising  the  pos- 
sible value  of  such  inquiries.  A  number  of  years  ago  when  the 
author  was  about  to  start  on  a  foreign  trip  he  was  asked  to  find 
out  who  and  what  might  be  a  certain  person  in  a  market  that 
was  to  be  visited,  since  the  person  in  question  had  been  address- 
ing hundreds  of  letters,  apparently  to  every  American  manu- 
facturer he  could  hear  of,  soliciting  catalogues,  quotations  and 
agencies.  So  frequent  had  been  these  applications  that  the  in- 
dividual in  question  was  regarded  as  very  much  of  a  joke.  Arriv- 
ing at  the  market  in  question  it  was  quickly  discovered  that  the 
writer  of  these  innumerable  applications  for  agency  was  a  youth, 
only  a  year  or  two  out  of  school,  employed  by  a  local  business 
house  at  the  munificent  wage  of  $13  a  month. 

His  applications  to  American  manufacturers  seemed  at  first 
blush  to  be  the  height  of  the  absurd.  But  it  developed  on  in- 
vestigation that  he  had  recently  inherited  a  small  sum  of  money, 
perhaps  $2,500,  and  was  seriously  attempting  to  set  himself  up 
in  business.  He  had  not  paid  out  money  for  stationery  and 
printing,  and  spent  about  $50  in  postage  stamps,  merely  for  the 
fun  of  the  thing.  It  ultimately  turned  out  that  he  actually  in- 
vested a  large  part  of  his  inheritance  in  small  assortments  of 
four  or  five  different  American  lines,  started  in  business  and  at 
last  accounts  was  still  continuing  to  do  business.  The  advice  to 
neglect  no  inquiry  received  seems,  therefore,  to  be  well  founded. 
None  the  less,  a  certain  weeding  out  process  may  be  carried  on. 
Some  of  the  goats  can  be  separated  from  the  sheep.  One  rule 
cannot  be  made  to  apply  to  all  inquiries  received. 

Form  Letters. — The  use  of  the  form  letter  immensely  facilities 
all  cDrrespondenee,  foreign  included,  in  almost  every  imaginable 
business.  Replies  to  inquiries  and  general  sales  letters  nearly 
all  resolve  themselves  down  to  a  few  concrete  clauses.  A  suit- 
able number  of  paragraphs  may  be  written  dealing  with  the 
various  conditions  which  it  is  necessary  usually  to  treat.  These 
paragraphs  may  be  numbered  for  reference  in  dictating  replies 
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or  other  letters  and,  like  every  other  phase  of  coirespondence, 
may  be  translated  into  foreign  languages.  Efich  paragraph 
must,  however,  treat  its  special  phase  fully  and  in  the  simplest 
terms.  Care  must  be  taken  in  the  arrangement  of  these  para- 
graphs so  that  the  argument  of  the  whole  letter  may  be  logically 
and  eflPectively  developed.  These  are  commonplaces  of  every- 
day business. 

In  foreign  correspondence,  this  is  most  carefully  to  be  noted : 
especial  attention  must  be  given  to  avoid,  if  possible,  the  very 
suggestion  of  a  ''form  letter."  Almost  every  one,  and  cer- 
tainly every  foreigner,  prefers  personal  attention.  As  the 
form  letter  has  not  been  developed  or  utilized  in  other  countries 
as  it  has  in  this,  the  very  suspicion  that  the  letter  is  not  especially 
dictated  with  personal  reference  to  him  is  apt  to  antagonize  the 
foreign  prospect.  This  effect  may  be  usually  avoided  by  care- 
ful composition  of  the  several  different  form  paragraphs.  It  is 
also  quite  possible  in  dictation  to  add  to  each  form  paragraph  a 
sentence,  or  if  necessary  several  of  them,  in  tone  with  the  rest 
of  the  paragraphs,  aimed  personally  at  the  special  correspondent 
in  question.  If  no  more,  there  can  at  least  be  the  special  intro- 
duction to  the  whole  letter  of  a  strictly  individual  character  and 
a  special  closing  paragraph  of  similar  nature.  Very  few  form 
letters  have  ever  been  devised  in  the  use  of  which  it  will  answer 
requirements  simply  to  dictate  ''form  17,  paragraphs  1,  6,  8 
and  9." 

Selling  by  Letter. — "The  iSrst  essential  of  our  export  sales 
letter  is  that  it  enables  the  prospective  customer  to  order  with- 
out further  correspondence.  This  means  that  prices,  discounts, 
f .o.b.  points,  terms,  extras  if  any,  be  clearly  stated.  The  second 
essential  is  that  it  create  a  desire  to  become  a  customer  of  the 
seller,  not  merely  to  attract  his  attention  to  the  goods  offered. 
This  combination  of  essentials  requires  a  sales  letter  which  by 
its  businesslike  presentation  of  the  offered  products  inspires 
confidence,  not  only  a  belief  in  their  value,  but  of  equal  impor- 
tance, inspires  confidence  in  their  maker."  (Walter  F.  Wy- 
man.) 

The  confidence  in  the  exporter  that  may  be  inspired  by  letters 
primarily  intended  to  develop  orders  deserves  special  emphasis. 
It  ought  not  to  be  our  effort  merely  to  get  one  order— our  aim 
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should  be  to  lay  the  foundation  and  establish  a  sound  basis  for 
the  building  up  of  permanent  business  relations.  To  reply  to  an 
inquiry  about  one's  goods  with  the  naive  and  entirely  gratuitous 
remark  **We  are  new  in  the  export  trade,  have  had  no  expe- 
rience yet/'  is  to  hold  out  anything  but  a  tempting  bait.  Get- 
ting the  first  order  is  the  indispensable  and  vital  thing.  What 
is  there  we  can  say  that  will  help  in  securing  this  result? 

Important  to  IMfferentiate  the  Ooods. — In  the  author's  opin- 
ion the  one  most  important  of  all  features  of  an  export  sales  let- 
ter is  emphasis  upon  the  individuality  of  the  goods  offered. 
How  are  they  different  from  or  better  than  other  similar  goods  T 
Some  manufacturers  may  actually  have  absolute  novelties  to 
offer.  Many  other  manufacturers  make  goods  more  or  less  sim- 
ilar to  goods  of  the  same  class  made  by  other  manufacturers. 
But  few  cases  there  are  where  one  maker's  products  do  not  differ 
more  or  less  distinctly  in  some  respects  from  another  maker's. 
Such  differences  may  be  intrinsic  in  the  goods  themselves,  or 
they  may  consist  in  variations  in  processes  of  manufacture  which 
ensure  better  appearance,  service  or  effectiveness.  Again,  sales 
arguments  may  depend  on  deliveries,  or  one  factory  may  be  in  a 
peculiarly  favorable  position  to  accept  larger  contracts  than 
another,  or,  vice  versa,  may  be  willing  to  accept  small  orders 
when  competitors  demand  large  quantities  as  a  minimum. 

Talking  on  Paper. — The  great  thing  in  attempting  to  sell 
goods  by  correspondence,  especially  in  correspondence  with  large 
importers  abroad,  is  to  be  able  to  transfer  to  paper  effectively  at 
least  the  strongest  and  most  striking  talking  points  and  selling 
arguments  that  one  uses  when  he  is  trying  to  sell  his  goods  per- 
sonally face  to  face  with  his  customers.  It  seems  rather  curious 
that  this  impresses  many  manufacturers  as  a  difficult  if  not  an 
impossible  task.  Many  a  man  throws  up  his  hands  and  says 
he  does  not  know  how  he  sells  his  goods,  his  goods  are  just  like 
every  one  else's,  etc.  Yet,  if  he  is  cross-examined  and  asked 
what  he  says  to  his  customers  in  Ohio,  a  light  will  gradually  be- 
gin to  dawn  in  his  mind. 

His  first  step  ought  to  be  to  sit  down  with  a  stenographer  and 
talk  out  his  story  at  length  and  in  fullest  detail,  conversation- 
ally, intimately,  just  as  though  he  were  talking  to  a  business 
prospect.    Then,  when  he  gets  his  selling  talk  in  black  and 
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white  before  him,  he  can  proceed  to  weed  out  and  ** doctor"  it 
as  may  seem  advisable — ^but  he  must  be  careful  not  to  emascu- 
late it.    He  must  not  be  afraid  to  really  say  things  in  print. 

Sales  Arguments. — ^While  it  is  entirely  out  of  the  question 
to  attempt  to  suggest  selling  arguments  for  either  regular  or 
special  lines  of  goods,  yet  it  may  be  hinted  that  quality  goods 
can  be  just  as  effectively  presented  and  as  easily  sold  as  cheap 
goods,  if  due  emphasis  is  placed  on  increased  durability  of  a 
third  or  a  half,  on  peculiarly  excellent  finish,  on  an  appeal  to 
discriminating  buyers  and  not  the  rabble,  on  advertising  possi- 
bilities to  consumers  (especially  in  regard  to  peculiar  features) 
with  consequent  ease  in  selling  and  profit-making.  Goods  com- 
manding the  highest  possible  prices  known  may  boast  of  that 
fact.  If  goods  are  offered  at  lower  prices  than  competitor's, 
suspicion  must  be  disarmed  and  assurances  given  that  they  will 
answer  every  practical  purpose,  while  extra  profits  may  be 
pointed  out,  or  advantages  in  utilizing  such  goods  in  special 
sales  at  cut  prices.  Goods  which  show  no  variation  in  price 
from  competing  goods  require  specialization  in  some  fashion  and 
to  the  greatest  possible  degree. 

Even  Staples  Hay  be  Individualized. — ^Any  kind  of  goods  can 
be  differentiated  from  competitors  with  a  little  ingenuity — even 
staple  goods.  There  are  even  certain  brands  of  kerosene  oil  that 
have  attained  a  world  wide  demand  and  command  a  little  higher 
price  than  other  brands — perhaps  because  they  are  worth  it,  but 
chiefly  because  these  special  brands,  having  qualities  that  have 
become  recognized,  have  gradually  made  themselves  known 
everywhere,  command  higher  prices  because  known  to  be  de- 
pendable. If  nothing  else  can  be  done  with  a  strictly  staple 
article,  at  least  an  attractive  trademark  can  be  adopted,  or  it 
can  be  packed  in  attractive  packages,  and  the  effort  made  to 
build  up  trade  and  fame  on  such  a  basis.  Even  in  staples, 
merchants  and  agents  will  be  found  in  every  part  of  the  world 
who  can  be  induced  to  take  up  such  a  new  brand,  if  promised 
the  enthusiastic  cooperation  of  the  makers,  for  the  sake  of  having 
something  of  their  own  to  offer,  something  different  from  their 
competitor's  goods. 

Gomposition  of  Sales  Letters. — In  an  article  published  in  the 
American  Exporter  some  time  ago,  A.  E.  Ashbumer  outlined 
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his  ideas  as  to  a  general  plan  for  the  construction  of  foreign 
sales  letters  from  which  the  following  is  condensed :  The  pur- 
pose of  an  inquiry  is  to  learn  something  about  your  goods.  The 
first  few  paragraphs  on  display  in  your  reply  form  the  show 
window  through  which  your  foreign  customer  sees  your  goods. 
After  this  display  should  come  a  few  paragraphs  as  to  the  appli- 
cation of  your  goods  to  the  foreign  buyer's  particular  needs. 
This  should  be  followed  by  the  eflSciency  of  your  product,  the 
results  that  are  actually  being  obtained  from  its  use.  If  Ameri- 
can users  are  mentioned  they  should  be  concerns  of  international 
reputation.  If  you  have  ever  sold  your  product  abroad  in  a 
country  where  similar  conditions  exist  as  in  the  one  from  which 
your  inquiry  came,  tell  your  correspondent  where  those  goods 
were  sold  and  what  kind  of  a  concern  is  using  them.  Economies 
to  be  obtained  are  always  interesting  reading  matter.  Prices 
must  be  handled  wilh  care.  They  should  always  come  last. 
Many  a  time  when  the  manufacturer  has  quoted  prices  first  the 
rest  of  the  letter  has  not  been  read,  because  those  prices  ap- 
peared high  and  the  prospect  does  not  wait  to  read  anything 
more.    Tell  him  your  story  first. 

The  su^estion  to  name  established  customers  is  afi  especially 
good  one,  when  they  are  foreign  customers.  Mention  of  Ameri- 
can clients,  even  the  biggest  concerns,  is  comparatively  value- 
less. It  is  always  a  good  plan  to  let  a  foreign  prospect  know 
that  one's  goods  have  already  been  sold  in  other  countries  than 
here  at  home  in  the  United  States.  The  prospect  in  Australia, 
if  he  understands  that  the  goods  he  has  under  consideration  have 
already  been,  introduced  in  South  Africa,  especially  if  by  a 
prominent  house  there,  is  almost  sure  to  argue  to  himself :  if  the 
goods  can  be  sold  there,  it's  worth  while  looking  into  them  for 
Australia. 

Obviously,  some  care  must  be  used  in  mentioning  the  names 
of  foreign  customers.  As  a  rule,  foreigners  object  to  this  prac- 
tice unless  their  permission  has  first  been  obtained.  Then,  too, 
a  certain  risk  is  involved  in  mentioning  names  unless  the  manu- 
facturer has  been  positively  assured  of  the  continued  satisfac- 
tion of  the  customer  with  the  line.  The  nearer  an  actual  user 
of  goods  may  be  located  to  the  territory  of  the  prospect  the 
better,  as  a  rule,  yet  when  local  jealousy  or  possible  infringe- 
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ment  of  territories  regarded  as  exclusive  may  be  involved  such 
references  are  obviously  not  desirable. 

Ouaranty  of  Groods. — It  is  almost  the  universal  practice 
among  manufacturers  to  guarantee  their  goods,  at  least  so  far 
as  "faults  in  manufacture"  are  concerned.  This  seems  usually 
to  be  done  in  the  case  of  efforts  to  sell  goods  abroad  as  well  as  at 
home.  It  may  be  pointed  out,  however,  that  such  a  guaranty 
on  the  part  of  the  manufacturer  is  practically  worthless  when 
goods  have  been  shipped  oversea.  The  delays  and  the  expense 
involved  in  returning  goods  make  such  a  procedure  impracti- 
cable, or  at  least  undesirable,  while  there  are  probably  few  manu- 
facturers who  would  be  willing  to  make  a  cash  allowance  to  a 
foreign  customer  solely  oh  the  basis  of  his  simple,  unsubstanti- 
ated assertion  and  claim.  While  the  guaranty  really  does  not 
mean  anything,  therefore,  but  may  be  included  if  so  desired, 
it  is  bound  to  have  this  objection :  some  of  our  customers  abroad 
will  be  almost  sure  to  expect  that  in  case  of  dissatisfaction  all 
they  have  to  do  is  to  express  it  and  receive  new  goods  or  an 
allowance. 

References  on  Both  Sides. — In  correspondence  with  new 
prospects  the  exporter  will,  of  course,  politely  inquire  for  ref- 
erences, preferably  to  concerns  in  the  United  States  with  whom 
business  has  already  been  transacted,  as  well  as  to  bankers.  A 
later  chapter  will  revert  to  this  subject.  At  the  same  time  the 
exporter  must  remember  that  he  is  as  unknown  to  the  prospect 
as  the  latter  is  to  him.  The  prospect,  if  a  serious  and  expe- 
rienced importing  house,  will  hardly  have  avoided  some  dis- 
couraging relations  with  new  suppliers,  many  of  them  perhaps 
American  suppliers.  In  consequence,  it  will  not  be  surprising 
if  he  wishes  to  know  something  about  the  importance  and  the 
reliability  of  the  strange  manufacturer  who  now  offers  him  goods 
in  some  respects  attractive.  The  manufacturer  will  do  well  to 
take  this  aspect  of  the  business  into  consideration.  If  he  has  al- 
ready established  business  in  the  prospect's  territory,  references, 
with  proper  restrictions  as  has  already  been  suggested,  may  be 
offered  to  such  connections. 

In  general  it  is  not  worth  while  naming  specific  references  in 
the  United  States.  This  applies  specially  to  references  to  our 
American  commercial  agencies.    It  i^  true  that  the  principal 
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agencies  of  this  sort  have  established  certain  foreign  connections. 
None  the  less,  they  are  not  widely  known  abroad  and  do  not  en- 
joy anything  like  the  universal  patronage  which  they  enjoy  in 
the  United  States.  The  mention  of  their  names  does  not,  there- 
fore, carry  the  same  weight  with  people  not  thoroughly  familiar 
with  their  operations.  With  others,  who  do  know  something 
about  them,  it  is  not  necessary  to  mention  their  names,  for  the 
prospects  will  already  understand  that  such  information  is  avail- 
able— if  they  wish  to  pay  for  it.  Those  who  do  not  thoroughly 
understand  the  operations  of  such  agencies  will  be  unpleasantly 
surprised  and  very  likely  repelled  when  they  make  application 
for  information,  as  invited  to  do  by  the  manufacturer's  corre- 
spondence, to  learn  that  a  fee  will  be  demanded  before  the  in- 
formation is  supplied.^  On  these  several  accounts  references  of 
this  character  are  not  to  be  advised. 

Bef erence  About  Oneself. — The  usual  English  style  of  dealing 
with  this  matter  may  be  recommended  in  all  foreign  corre- 
spondence. An  Englishman  will  be  quite  sure  to  write  some- 
thing like  this :  **  As  to  ourselves  we  may  say  that  we  have  been 
in  business  since  1812  and  believe  that  we  can  flatter  ourselves 
on  having  maintained  during  all  of  these  years  a  uniformly 
satisfactory  reputation,  both  as  to  our  business  methods  and  the 
quality  of  our  products,  with  our  many  customers  all  over  the 
world.  We  would  suggest  that  in  order  to  satisfy  yourself  in 
these  respects  you  ask  your  local  bankers  to  make  inquiries  about 
us  through  the  usual  channels."  This  means  that  the  pros- 
pect's local  bank  will,  at  his  request,  address  its  banking  corre- 
spondents in  the  United  States  and  the  latter  will  in  due  course 
report  back  briefly  as  to  the  reputation  and  financial  abilities  of 
the  American  concern,  without  cost  to  the  enquirer. 

This  is  a  great  deal  better  than  to  give  specific  references  to 
American  bankers,  even  the  largest  and  best  known  of  New  York 
international  bankers,  if  the  exporter  chances  to  be  known  to 
any  of  them.  These  bankers  usually  object  to  having  their 
names  given  as  references  even  by  old  and  rich  concerns  with 
whom  they  have  large  transactions.  When  the  names  of  any 
such  bankers  are  mentioned  at  all  it  should  not  be  by  way 
of  reference,  but  merely  **We  may  say  that  we  are  known  to 
Messrs.  So  and  So,  prominent  bankers  of  New  York,  who  are 
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doubtless  also  known  in  your  city."  (Certainly  no  references 
to  local  interior  banks,  whether  the  First  National  or  the  Sec- 
ond National,  or  any  other  country  bank,  carry  the  slightest 
weight  in  foreign  correspondence.) 

CIROnLAB  LETTERS  AND  FOLLOW-UP  SYSTEMS 

There  may  be  little  if  any  difference  between  the  usual  form 
letter  employed  by  a  manufacturer  in  replying  to  inquiries  and 
a  circular  letter  to  be  distributed  more  or  less  generously  among 
trade  possibilities  or  prospects  in  foreign  markets.  All  of  the 
remarks  just  offered  apply  also  to  the  circular  letter.  It  may, 
however,  be  utilized  with  a  number  of  different  purposes  in  view. 
For  example,  for  general  publicity,  or  as  an  introduction  to 
the  general  trade  of  a  market,  that  is,  the  smaller  dealers  or 
even  in  some  cases  the  ultimate  consumers,  who  may  be  solicited, 
always  at  suitably  graded  prices,  for  the  sake  of  getting  a  cer- 
tain line  of  goods  on  the  market,  making  them  recognized, 
known  and  popular,  and  thus  supporting  or  ultimately  leading 
up  to  the  establishment  of  a  general  agency  or  a  wholesale  dis- 
tributor. Each  manufacturer's  policy  in  such  regards  must, 
of  course,  be  dictated  by  his  individual  judgment. 

Mailing  Lists  Again. — The  basis  for  any  general  circularizing 
campaign  must  be  the  mailing  list.  Ways  of  compiling  such  a 
list  have  already  been  suggested.  In  addition  it  may  be  pointed 
out  that  for  an  extended  campaign  in  a  given  city  or  locality 
the  local  telephone  directory  may  be  employed.  Little  in- 
genuity is  required  in  securing  such  directories  even  when  the 
manufacturer  has  no  established  agency  in  the  town  in  ques- 
tion. They  are  preferable  to  other  directories  since  they  may  be 
regarded  as  a  kind  of  ** preferred  lists.''  Some  of  them  will, 
however,  be  found  useless  because  an  indication  is  not  always 
given  of  the  business  or  occupation  of  the  firms  and  individuals 
mentioned.  If  one  has  a  local  agent  he  can  check  names  before 
forwarding  to  the  United  States,  but  without  that  guide  such 
directories  are  quite  useless  for  the  ordinary  manufacturer. 

Testing  Circulars. — The  plan  may  sometimes  be  a  good  one 
to  test  out  a  circular  letter  in  a  limited  experiment.  The  effect 
of  circular  letters,  as  of  any  other  form  of  advertising,  is  not 
always  to  be  pre-determined.    What  a  writer  may  regard  as  a 
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clever  production  may  fall  flat  so  far  as  actual  results  obtained 
are  concerned,  while  an  effort  of  quite  another  character  may- 
bring  surprisingly  big  results.  Each  new  letter  should,  there- 
fore, be  watched  carefully  and  a  record  of  results  kept.  It  may 
first  be  tried  in  a  near-by  market,  say  Cuba  (in  Spanish)  or  the 
British  West  Indies  (in  English),  and  the  future  use  of  that 
particular  letter  determined  by  the  results  obtained. 

Who's  Who  Abroad. — The  general  circularization  abroad  of 
all  trade,  or  of  the  ultimate  consumer,  is  rare  in  the  practice  of 
American  manufacturers.  It  is  probably  done  exclusively  by 
manufacturers  who  thus  cooperate  with  local  agents  already 
established  and  under  their  direction.  Most  manufacturers  re- 
strict their  efforts  in  circularizing  to  the  larger  firms  with  whom 
they  especially  wish  to  establish  direct  relations.  In  such  cases 
it  follows  that  each  market  to  be  circularized  should  have  as 
thorough  a  study  as  possible.  The  selection  of  names  to  be  ad- 
dressed should  be  restricted  solely  to  those  believed  to  be  in  a 
position  to  do  direct  importing.  In  no  effort  of  this  sort  should 
exclusive  agency  propositions  be  made.  It  cheapens  the  manu- 
facturer and  his  goods  to  throw  his  agency  at  the  head  of  a 
number  of  concerns  with  whom  he  has  not  hitherto  so  much  as 
exchanged  letters.  Moreover,  no  good  business  man  can  be  ex- 
pected to  seek  or  accept  an  agency  until  he  has  actually  seen 
and  experimented  with  the  goods  themselves.  The  effort  of  cir- 
cular letters  should  be  to  get  the  actual  goods  into  the  hands 
of  people  who  may  ultimately  develop  into  good  customers  or 
agents. 

Careless  Gircularizing. — Altogether  too  much  carelessness  is 
shown  by  many  manufacturers  in  inaugurating  circular  letter 
campaigns.  The  general  trade  in  a  territory  is  sometimes  cir- 
cularized when  goods  have  already  been  introduced  there,  and 
cases  are  not  unknown  where  circulars  have  been  distributed 
broadcast  offering  the  trade  prices  less  by  20  or  30  per  cent, 
than  retailers  have  been  accustomed  to  pay  for  the  same  goods 
to  local  wholesalers.  This  question  of  prices  is  one  to  which  we 
shall  also  revert  shortly. 

Again,  it  happens  often  enough,  twice  in  the  author's  per- 
sonal experience,  that  a  manufacturer  is  apparently  ignorant 
of  the  fact  that  be  has  established  a  sole  agency  in  a  given  terri- 
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tory  and  proceeds  to  circularize  that  territory  without  the 
slightest  consideration  for  the  established  agent  who  is  placing 
regular  orders,  who  may  indeed  have  a  formal  agency  contract 
with  the  manufacturer.  Practices  of  this  sort  do  not  conduce 
to  the  high  reputation  of  American  business  men. 

Facsiinile  and  Uimeograph  Letter8.-;-In  principle  all  for- 
eign circular  letters  ought  to  be  individually  typed.  It  has  al- 
ready been  suggested  that  foreigners,  far  more  than  we,  are  apt 
to  insist  on  being  personally  addressed.  To  obtain  the  best 
effects,  therefore,  at  least  the  appearance  of  **form''  or  **fac- 
simile*'  should  be  avoided.  The  best  way  of  accomplishing  this 
result  is  undoubtedly  through  the  use  of  automatic  typewriters 
which  reproduce  any  desired  number  of  letters  which  are  ab- 
solutely indistinguishable  from  hand  written  letters.  But  these 
machines  are  not  always  or  everywhere  available.  The  trouble 
with  most  of  the  ^'facsimile"  typewritten  letters  is  the  diflSculty 
of  exactly  matching  names  and  addresses  to  the  body  of  the 
letter.  This  difficulty  is  aggravated  when  different  series  of 
addresses  are  used  at  different  times.  Most  letters  made  on  the 
mimeograph  or  any  similar  apparatus  are  open  to  the  objection 
that  they  are  all  too  oviously  merely  circulars. 

When  a  circular  letter  is  to  be  written  in  foreign  languages 
it  is  often  necessary  to  prepare  two  forms,  one  in  the  singular 
and  the  other  in  the  plural,  to  be  used  respectively  in  address- 
ing individuals  and  firms.  Another  diflSculty  arises  in  connec- 
tion with  circular  letters  in  other  languages.  This  is  the  diffi- 
culty or  the  impossibility  of  insuring  the  accurate  copying  of 
letters  in  strange  tongues  by  the  regular  office  force.  A  mis- 
placed or  omitted  accent  in  a  foreign  word  may  materially 
change  the  significance  of  a  word  or  even  make  it  highly  ridicu- 
lous. For  these  reasons  the  use  of  the  automatic  typewriter  is 
specially  desirable. 

Follow-up  Systems. — The  use  of  *' follow-ups"  is  so  common 
nowadays  that  it  surely  cannot  be  necessary  here  to  explain 
what  is  meant.  Innumerable  books  on  business  correspondence 
deal  fully  with  the  principles  involved,  the  most  desirable  sys- 
tems of  ticklers,  etc.  A  warning  may,  however,  be  repeated 
here  as  to  mail  time  required  by  letters  in  transit  to  and  from 
our  various  foreign  markets.    The  export  manager's  ticklers 
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should  be  arranged  with  a  full  knowledge  of  conditions  regard- 
ing each  market  addressed.  Of  course,  the  follow-up  letters 
must  one  and  all  be  devised  with  special  reference  to  the  foreign 
trade,  if  possible  with  special  reference  to  each  separate  foreign 
market — ^better  yet,  especially  written  for  individual  prospects, 
including  some  of  the  suggestions  already  offered  in  regard  to 
such  correspondence.  When  the  right  sort  of  a  mailing  list  is 
used,  when  one  is  assured  ttiat  the  individual  concerns  he  is  ad- 
dressing are  or  ought  to  be  desirable  customers  for  his  goods, 
then  the  effort  to  enlist  them  as  customers  ought  not  to  be  given 
up  until  a  decided  Yes  or  No  is  returned. 

Arrangement  of  Follow-up  Letters.— As  to  the  composition 
of  follow-up  circular  letters  the  author  believes  firmly  in  con- 
tinuing the  principle  of  emphasizing  in  each  letter  the  individ- 
ual features  of  goods  as  to  value  or  profit.  Perhaps  the  first 
letter  may  be  one  of  general  character  regarding  a  manufac- 
turer's whole  line  or  regarding  all  the  features  of  a  special 
article.  Letter  No.  2  may  take  up  and  enlarge  upon  one  spe- 
cial feature  of  a  given  article  selected  as  the  most  effective 
''opening  wedge."  Letter  No.  3  may  repeat  the  process,  re- 
ferring, however,  to  quite  a  different  article  or  quite  another 
feature  of  the  special  article  on  which  emphasis  is  being  placed. 
And  so  the  circulars  may  go  on  in  such  a  series  as  may  be 
thought  desirable.  Another  suggestion  is  offered  by  Mr.  Wy- 
man,  who  is  recognized  as  an  expert  in  this  sort  of  work: 

''We  are  indeed  fortunate  if  our  product  is  one  which  ad- 
mits only  a  single  letter  instead  of  a  series.  The  majority  of 
lines  are  best  presented  by  a  well  built  chain  of  four  or  five 
letters,  each  having  its  very  definite  part  to  play  in  the  effort 
to  secure  initial  orders.  Such  a  series  might  well  be  divided  as 
follows:  (1)  Description  of  product,  terms,  prices  and  ref- 
erences. (2)  Profit  on  resale.  (3)  Sales  assistance  offered. 
(4)  Quality  and  exclusive  advantages.     (5)  Recapitulation. 

"In  planning  such  a  series  the  enclosures,  and  literature  ac- 
companying under  separate  cover,  should  be  designed  to  carry 
out  the  idea  of  the  letter  itself,  not  be  a  cause  of  distraction 
from  the  letter.  Thus,  with  the  initial  letter  a  condensed  cata- 
logue and  list  of  references  as  enclosures  would  be  excellent 
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With  the  second  letter  emphasize  profit  on  resale,  and  a  circular 
proving  this  would  be  a  tangible  addition.  Material  for  your 
circulars  in  the  dealer's  interest,  specimens  of  shelf,  counter 
and  window  displays  or  a  detailed  plan  for  introductory  work 
would  go  far  to  prove  the  argument  of  sales  assistance  on  which 
the  third  letter  is  based.  Photographs,  diagrams  and  a  circular 
of  consumer  testimonials  will  back  up  our  claims  for  quality 
and  exclusive  advantages  made  in  our  fourth  letter,  while  for 
our  final  letter  a  complete  catalogue,  order  forms  and  if  possi- 
ble a  special  introductory  offer  at  a  net  price  will  usually  add 
to  the  written  appeal. 

''If  absolutely  no  results  come  from  your  series  of  three  or 
four  letters  the  fault  lies  with  you,  for  the  good  export  letter 
writer  can  produce  agency  requests  for  fur-lined  gloves  from 
the  Sahara." 

The  same  authority,  writing  in  System,  su^ests  another 
scheme  of  follow-up  letters,  as  follows: 

''Letter  1:  Introduction  of  maker  and  product,  descrip- 
tion of  prices,  terms  and,  if  easy  to  state,  approximate  de- 
livery cost.  Letter  2:  Service  or  sales  cooperation.  Letter 
3:  Exclusive  advantages  in  the  product,  care  in  manufacture 
or  attractiveness  to  consumer.  Letter  4:  Summary  with  spe- 
cial offer."  But  he  goes  on  to  advise  differentiation  in  the 
character  of  follow-ups: 

"A  fine  line,  however,  should  be  drawn  between  the  persist- 
ence which  irritates  and  the  persistence  which  educates.  Con- 
sequently, from  the  moment  it  is  clear  that  mail  orders  are  not 
securable,  the  type  of  correspondence  which  indicates  that  a 
reply  would  be  a  courtesy  should  be  dropped,  and  a  campaign 
intended  to  acquaint  the  merchant  with  the  manufacturer's 
products,  policies,  service  and  reliability  without  any  greater 
necessity  for  an  answer  than  a  printed  advertisement  would  im- 
ply, should  replace  the  aggressive  sales  argument." 

Yet  another  use  of  a  follow-up  system  is  suggested  in  the  fol- 
lowing: "The  closing  step  in  securing  foreign  trade  by  sales- 
men comes  in  selling  by  mail  prospective  customers  located  but 
not  sold  by  the  traveler.  There  are  many  good  reasons  which 
prevent  even  the  ablest  salesman  from  opening  such  accounts, 
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but  it  is  an  old  saying  in  export  sales  circles  that  'the  man 
should  show  better  than  an  even  break  and  the  follow-up  pay 
the  dividends.'  " 

ADJUSTING  BUSINESS  DIFFERENCES 

With  the  growth  to  any  considerable  size  of  an  export  busi- 
ness, differences,  disputes,  claims  and  sometimes  belated  collec- 
tions have  to  be  handled  by  correspondence.  These  business 
troubles  are  inseparable  from  any  large  business,  whether  for- 
eign or  domestic.  Since  it  is  not  often  possible  for  a  manufac- 
turer or  his  factory  representative  personally  to  visit  the  cus- 
tomer in  whose  case  trouble  has  arisen,  we  have  here  one  more 
reason  for  the  studious  attention  that  must  be  given  to  the 
handling  of  foreign  letters.  It  is  all  too  easy  to  antagonize  the 
foreigner  several  thousand  miles  away  by  a  thoughtless  word 
or  phrase  which  would  be  accepted  here  in  the  United  States  as 
a  mere  formality,  and  in  so  doing  destroy  the  foundation  on 
which  what  might  be  a  profitable  and  satisfactory  later  business 
has  been  built.  It  is  probable  that  almost  as  much  American 
export  business  has  thus  been  ruined  as  has  ever  been  started. 
This  is  not  a  trifling  matter.  It  is  one  of  the  most  serious  prob- 
lems of  any  foreign  trade  relations.  The  man  who  will  assert, 
*'I  don't  care  whether  my  customer  likes  it  or  not,"  has  no 
place  among  American  exporters. 

Adjusting  Claims. — Claims  made  by  foreign  customers  may 
be  of  various  sorts  and  prompted  by  differing  motives.  The 
commonest  are,  perhaps:  clams  for  inferiority  of  goods  to  sam- 
ples or  to  goods  previously  shipped;  claims  for  short  ship- 
ment; claims  that  the  wrong  articles  have  been  sent,  with  re- 
sulting demands  for  credit  in  full,  instructions  for  disposition 
of  the  goods  in  the  hands  of  the  customer,  or  requests  for  re- 
bates or  extra  discounts. 

Such  claims  may  be  honestly  intended  or  they  may  be  made 
by  those  who  have  been  described  as  chicaneurs,  that  is,  people 
habitually  inclined  to  take  advantage  of  every  technicality,  who 
regard  it  as  an  evidence  of  business  shrewdness  to  seek  every 
possible  advantage. 

The  manufacturer  must  examine  these  claims  with  an  abso- 
lutely impartial  mind.    He  must  give  his  customers  the  bene- 
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fit  of  the  doubt  in  every  case  where  possible  to  do  so.  If  his 
export  packing  system  has  been  scrupulously  painstaking  and 
exact  along  lines  which  will  later  be  discussed,  he  may  be  able 
to  determine  to  his  own  satisfaction  that  the  exact  quantities  as 
invoiced  were  actually  shipped  and  that  precisely  the  identical 
goods  ordered  mid  invoiced  were  shipped.  In  some  instances 
he  may  be  able  to  assure  himself  beyond  doubt  in  his  own  mind 
that  the  goods  shipped  were  identical  in  quality  and  descrip- 
tion with  goods  formerly  supplied,  or  with  samples  from  which 
ordered.  In  most  cases,  however,  there  will  remain  a  possible 
doubt  on  this  score. 

It  is  the  custom  in  the  United  States  for  a  manufacturer  to 
put  implicit  reliance  on  aflSdavits  made  by  his  clerks  as  to 
quantities,  etc.,  of  shipments.  No  doubt  this  practice  is  justi- 
fied to  a  certain  extent,  yet  the  instances  of  mistaken  affidavits 
of  this  sort  which  have  almost  certainly  come  to  light  in  the 
experience  of  any  large  shipper  should  be  sufficient  to  deter  him 
from  placing  too  implicit  confidence  in  such  affidavits  when 
they  concern  trade  with  customers  so  far  distant  that  acknowl- 
edgments of  error  cannot  be  made  easily,  quickly  or  gracefully. 

The  author  writes  with  some  feeling  on  this  subject,  for  at 
one  time  when  in  charge  of  a  business  establishment  in  a  for- 
eign country  he  received  a  case  of  goods  from  an  American 
manufacturer  which  was  invoiced  as  containing  one  dozen  more 
of  a  certain  article  than  were  actually  received.  As  the  case 
itself  was  fully  packed  and  afforded  not  a  single  inch  of  room 
for  the  missing  dozen  articles,  it  was  clear  that  the  manufac- 
turer had  blundered  in  shipping.  In  response  to  a  claim  there 
was  forwarded  the  usual  shipping  clerk's  affidavit  that  the  in- 
voice as  submitted  was  correct  and  that  full  invoiced  quantity 
had  been  shipped.  Since  it  was  clearly  a  physical  impossibility 
that  this  should  have  been  the  case,  and  as  the  manufacturer 
intimated  that  the  receivers  of  the  goods  were  liars,  business 
with  the  shippers  in  question  abruptly  ended  for  good.  The 
finish  of  that  manufacturer  in  that  instance  was  not  so  much 
due  to  the  confidence  he  placed  in  his  shipping  clerk's  sworn 
statement  as  it  was  to  the  tone  of  the  manufacturer's  corre- 
spondence. The  author,  in  his  first  business  experience  as  ship- 
ping clerk  in  a  factory,  was  himself  guilty  of  making  similarly 
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mistaken  affidavits,  and  more  than  once  was  chagrined  to  find 
that  goods  which  he  had  sworn  had  been  shipped  were  later 
actually  discovered  still  in  stock.  In  the  instance  just  above 
referred  to,  he,  as  an  American,  was  therefore  prepared  to  smile 
tolerantly  over  the  affidavit  submitted,  but  he  could  not  over- 
look the  manufacturer's  impertinent  and  offensive  written 
words.  Importers  in  other  countries  are  usually  jealous  of  their 
dignity. 

Very  naturally  when  a  fair-minded  and  conscientious  manu- 
facturer satisfies  himself,  upon  making  thorough  inquiry,  that 
the  goods  shipped  were  in  every  respect  in  agreement  with  the 
order  and  with  his  invoice,  he  will  object  to  making  allowances 
that  are  claimed  and  prefer  either  to  have  the  goods  in  question 
placed  at  his  disposition  for  return  to  this  country  or  for  turn- 
ing over  to  some  other  nearby  customer,  or  he  will  be  disposed 
to  insist  that  the  buyer  retain  them  in  accordance  with  invoice 
terms.  However,  he  must  remember  that  he  is  at  a  great  dis- 
advantage, the  goods  are  out  of  his  possession,  in  most  cases  it 
would  cost  more  than  the  diflference  in  question  to  cause  them 
to  be  returned  to  the  United  States,  and  in  few  cases  is  it  con- 
venient to  place  the  goods  with  some  other  customer.  The  ship- 
per's only  recourse  is  to  the  courts  of  law,  and  lawsuits  any- 
where abroad  are  expensive  and  in  every  respect  highly  unde- 
sirable. While,  therefore,  a  manufacturer  may  be  disposed  to 
sit  tight  and  insist  upon  his  demands  being  fully  met,  yet  it  is 
a  question  if  in  such  cases,  when  reasonableness  and  diplomatic 
fairness  have  failed  to  bring  the  customer  to  terms,  it  would 
not  be  better  in  every  respect,  as  well  as  cheaper,  to  meet  the 
demands  made  or  to  compromise  them.  Thereafter  the  manu- 
facturer may  close  his  books  to  the  customer  in  question  or  he 
may,  with  his  eyes  open  to  the  customer's  disposition  and  prac- 
tice, continue  business  on  such  strict  lines  as  he  can  lay  down, 
naming  future  prices  which  will  involve  ample  profits  to  cover 
possible  claims  and  allowances. 

But  first  of  all  the  manufacturer  must  adopt  the  principle 
that  he  must  never  be  too  cock-sure  and  he  should  thoroughly 
overhaul  his  factory  organization,  especially  his  shipping  de- 
partment, to  make  certain  that  similar  complaints  on  the  same 
grounds  cannot  possibly  be  justified  in  the  future. 
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THE  USE  OF  THE  CABLE 

Every  exporter  will  sooner  or  later  encounter  the  necessity 
of  using  the  cable  in  negotiations  with  his  foreign  customers, 
probably  with  increasing  frequency  as  his  export  trade  grows. 
A  prominent  New  York  export  merchant  has  estimated  that 
not  less  than  one-third  of  all  American  export  business  is  trans- 
acted by  cable.  Early  among  his  preparations  for  the  devel- 
opment of  export  business  a  manufacturer  must,  therefore, 
provide  for  exchanging  cablegrams  with  his  foreign  customers 
in  the  most  economical  fashion.  So  doing  will  require  the 
choosing  and  registration  of  a  cable  address  for  himself,  the 
selection  of  codes  to  be  employed  and,  very  frequently,  provi- 
sion in  catalogues  for  code  names  applying  to  different  articles, 
parts,  combinations,  etc.,  possibly  code  terms  for  invoice  use. 
Ultimately,  perhaps  when  the  business  has  developed  to  one 
of  large  volume  involving  frequent  exchange  of  cablegrams,  he 
will  find  it  desirable  to  compile  a  special  private  cable  code  as 
applying  to  his  own  business.  Like  most  other  details  of  ex- 
port trade,  this  also  grows  in  course  of  time  from  simple,  pri- 
mary arrangements  to  such  complications  as  large  and  profit- 
able transactions  may  make  necessary  or  worth  while.  It  will 
be  understood  that  we  can  here  only  consider  the  use  of  the 
cable  in  business  as  is  customary  in  times  of  peace.  War-time 
restrictions  and  regulations  often  prohibit  the  use  of  codes  and 
of  cable  addresses,  besides  involving  censorship  and  delay. 
Normally,  few  countries  forbid  code  messages. 

Begistration  of  Gable  Addresses — One  great  distinction  be- 
tween cablegrams  and  ordinary  domestic  telegrams  consists  in 
the  general  use  of  a  cable  address.  Each  word  in  a  cablegram 
must  be  paid  for,  including  the  address  and  signature.  Great 
economy,  therefore,  is  found  in  the  adoption  of  a  single  word 
to  represent  the  name  of  the  individual  or  firm  and  the  local 
street  address.  Such  a  cable  address  is  registered  with  the  com- 
petent authorities,  and  all  arriving  messages  bearing  such  ad- 
dresses are  properly  delivered.  Two  words  must,  of  course,  be 
used  in  the  address,  one  representing  the  name  of  the  corre- 
spondent (and  his  street  and  number),  the  other  the  town  in 
which  he  is  located.    Only  in  the  case  of  very  minor  and  in- 
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significant  towns  is  it  necessary  to  telegraph  also  the  country 
or  the  province  or  state  in  which  located.  In  almost  every  in- 
stance a  memorandum  as  to  country  of  destination,  not  to  be 
cabled,  sufSces  for  the  instruction  of  the  despatching  ofSce. 

In  the  United  States,  where  there  are  a  good  many  towns 
or  cities  in  different  States  bearing  the  same  name,  that  one 
which  is  the  largest  or  most  prominent  is  assumed  by  telegraph 
companies  to  be  the  destination  intended  if  no  other  is  specially 
designated.  Thus,  a  cablegram  addressed  to  '* Rochester"  will 
be  delivered,  in  the  absence  of  instructions,  to  Rochester,  N.  Y., 
not  to  Rochester,  N.  H.,  or  Rochester,  Minn.  But,  unless  the 
sender  has  indicated  to  the  despatching  office  that  the  town  he 
wants  to  reach  is  in  the  United  States,  the  message  may  go  to 
Rochester,  England. 

Code  addresses  chosen  for  registration  should  be  filed  with  the 
Central  Bureau  for  Registered  Addresses,  main  office  New  York, 
branches  in  all  cities.  They  must  not  be  more  than  ten  letters  in 
length  and  must  be  pronounceable.  It  is  desirable  in  the  se- 
lection of  a  word  for  the  address  that  care  be  taken  to  choose 
one  whose  spelling  will  minimize  possible  errors  in  transmission 
through  the  mixing  or  mistranslation  of  the  Morse  signals  rep- 
resenting the  different  letters.  On  this  point  the  advice  of  the 
local  telegraph  office  manager  may  be  sought. 

Cable  Routes. — ^While  both  of  the  two  great  American  tele- 
graph companies  operate  ocean  cables,  yet  messages  transmitted 
by  either  will  in  many  countries  be  delivered  by  one  and  the 
same  agency.  That  is,  in  England  and  in  many  other  coun- 
tries the  telegraphs  are  a  Government-owned  institution,  and 
no  matter  how  despatched  from  this  country  messages  are  de- 
livered by  the  Government  offices.  On  the  other  hand,  in  de- 
spatching cablegrams  from  such  countries  senders  may  instruct 
the  Government  telegraph  office  as  to  the  transatlantic  or  other 
cable  system  over  which  they  prefer  to  have  their  messages 
sent. 

While  there  are-  a  number  of  cable  companies  operating  lines 
from  New  York  and  from  other  points  on  the  American  sea- 
board, it  is  not  necessary  for  a  manufacturer  in  the  interior  to 
pay  any  attention  to  the  individual  cable  routes.  On  the  other 
hand,  the  exporter  who  is  located  in  New  York  City,  where 
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messages  are  delivered  directly  by  receiving  cable  companies 
and  not  transmitted  over  inland  telegraph  lines,  in  some  cases 
has  a  choice  of  routes  by  which  to  despatch  his  messages  and  he 
must  see  that  his  cable  address  is  duly  registered  with  each  one 
of  the  several  cable  companies  over  whose  lines  messages  are 
likely  to  arrive  for  him  from  sundry  countries. 

Plain  Language  Cablegrams.— Excepting  as  influenced  by 
the  requirements  of  certain  countries,  it  is  probable  that  com- 
paratively few  cablegrams  are  sent  exclusively  in  plain  lan- 
guage. On  the  other  hand,  a  combination  of 'plain  language 
with  code  words  is  quite  common.  Regulations  as  to  admissi- 
ble words,  their  spelling,  length,  count,  etc.,  may  be  obtained 
at  any  telegraph  oflSce. 

Figures  ought  never  to  be  cabled  in  messages,  even  if  writing 
them  out  in  letters  involves  payment  for  two  or  three  extra 
words.  There  is  absolutely  no  check  possible  to  the  receiver 
when  figures  are  received.  Many  a  costly  mistake  has  occurred 
through  the  transmission  of  prices  in  figures  instead  of  words. 

Selection  of  Cable  Codes. — Every  exporter  should  own  or 
have  access  to  one  or  more  of  the  code  books'  in  most  common 
use  throughout  the  world.  His  letter-head  should  show  not 
only  his  registered  cable  address,  but  also  the  names  of  the 
codes  which  should  be  employed  in  cable  correspondence  with 
him.  It  is  not  necessary  that  the  exporter  should  personally 
own  copies  of  several  different  code  books,  or  indeed  even  one 
of  them.  If  he  can  arrange  with  neighbors  or  friends  who  al- 
ready own  copies  of  such  codes  to  have  access  to  them  when  oc- 
casion necessitates,  that  will  answer  his  first  requirements,  or 
he  may  establish  reciprocal  relations  with  friends  who  may  own 
one  code  and  himself  purchase  a  copy  of  another  code,  thus 
enabling  both  houses  to  advertise  the  facility  of  using  two  or 
several  codes  instead  of  one  only. 

Doubtless  the  code  which  is  in  most  general  use  in  Europe  is 
the  old  ABC  (4th  Edition),  but  this  code  was  one  of  the  first 
which  attained  wide  use  and  is  by  no  means  equal  to  the  re- 
quirements of  modem  commerce.  The  ABC  5th  Edition  is 
a  later  compilation,  but  is  not  so  widely  distributed  or  in  such 
general  use,  although  a  good  deal  of  a  favorite  in  Latin  Amer- 
ica.   Lieber's  Standard  Code  and  the  Western  Union  Cable 
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and  Bentley's  Code  have  all  in  recent  years  obtained  a  wide  sale 
and  are  more  modern  and  comprehensive  than  the  others  named. 
These  four  codes  are  the  ones  more  usually  employed  for  general 
cable  correspondence.  There  are  many  special  codes  adapted 
for  different  kinds  of  business — engineering,  grain,  cotton,  min- 
ing, stock  exchange,  banking,  etc.  The  main  thing  to  be  con- 
sidered in  the  selection  of  a  code  is  its  wide  distribution  and 
common  use.  A  new  code  or  new  edition  of  an  old  code  usually 
requires  a  considerable  period  of  time  to  attain  wide  and  popu- 
lar vogue.  Thfs  is  one,  perhaps  the  only,  objection  to  the  com- 
paratively new  ''5  letter'*  codes,  so  called,  the  advantage  of 
which  is  the  economy  obtained  in  combining  into  one  code  word 
of  ten  letters  two  distinct  code  expressions. 

Use  of  Code  Language. — Extreme  care  should  be  taken  in 
writing  all  messages  for  transmission  by  cable.  This  applies 
both  to  messages  in  plain  language  but  more  especially,  of 
course,  to  messages  in  code,  neither  the  words  nor  the  context 
of  which  afford  the  slightest  clue  to  operators  as  to  possible  mis- 
takes in  spelling  or  significance.  Invariably  cable  messages 
should  be  typewritten,  and  it  is  usually  considered  safer  to  use 
only  capital  letters,  spacing  between  each  letter,  with  wide 
spaces  between  the  several  words,  perhaps  putting  only  two 
words  to  a  line,  and  spacing  adequately  between  each  line  of 
the  message — the  object  being  to  afford  operators  not  the  small- 
est chance  of  mistaking  each  letter  of  each  word.  Every  code 
message  should  be  carefully  reviewed  and  checked  by  some  one 
else  than  the  man  who  first  compiles  it.  Too  many  precautions 
to  ensure  absolute  accuracy  cannot  ba  taken.  Similar  care 
should  be  shown  in  decoding  messages  receivjed  from  abroad. 
All  should  be  worked  out  and  checked  by  at  least  two  different 
people. 

Confirmation  of  Cablegrams. — Every  cablegram  despatched 
or  received  should  be  confirmed  by  letter.  This  confirmation 
should  preferably  be  made  on  a  separate  sheet  especially  de- 
signed for  the  purpose.  It  should  repeat  word  for  word  the 
text  of  the  original,  including  address  and  signature,  and  ev- 
ery precaution  must  here  again  be  repeated  to  ensure  literal 
accuracy.  In  confirming  code  messages  it  is  customary  to 
write  the  words  of  the  text  in  a  column  down  the  left  side  of  the 
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paper  and  opposite  each  word  its  interpretation  from  the  code 
book,  in  order  that  one's  foreign  corespondents  may  know  ex- 
actly what  words  have  been  transmitted  or  received  and  how 
each  has  been  interpreted.  As  cablegrams  always  mean  haste, 
confirmations  should  be  despatched  by  earliest  possible  mail,  as 
of  course  every  resulting  act  should  follow  as  fast  as  may  be 
possible. 

Compilation  of  Private  Codes.— While  at  the  outset  of  an 
export  business  it  is  not  vitally  necessary  to  devise  special  or 
extraordinary  means  of  cable  correspondence,  apart  from  the 
standard  code  books,  yet  when  the  point  is  reached  that  an  ex- 
port catalogue  is  prepared,  it  must,  if  nothing  more  in  this 
special  regard,  contain  code  names  referring  to  each  one  of  the 
different  articles  enumerated  and,  if  possible,  each  variation  or 
other  detail  connected  with  each  article.  Such  code  terms  must 
be  intelligently  selected  from  vocabularies  of  words  acceptable 
to  the  cable  companies  and  must  be  chosen  with  careful  regard 
to  possible  conflict  with  words  used  in  general  correspondence 
in  code  books  that  are  employed  or  that  may  be  employed. 
Numerous  vocabularies  of  acceptable  code  words  are  published. 

In  addition  to  the  code  nomenclature  used  in  catalogues^  in- 
voices sent  to  foreign  customers  should  each  be  given  a  code 
word  to  facilitate  cable  reference  to  that  invoice,  if  necessary, 
and  sometimes  it  is  thought  desirable  to  give  each  separate  item 
in  each  invoice  its  own  individual  code  word  so  that  cable  in- 
quiry, duplicate  orders  for  items,  etc.,  may  be  assisted. 

The  preparation  of  complete  private  codes  is  not  a  diflScult 
or  a  complicated  matter.  It  involves,  however,  a  great  deal 
more  space  than  can  here  be  given  the  subject.  Most  private 
codes,  it  may  be  observed,  are  nowadays  based  on  the  numerical 
system  in  which  combinations  of  ten  or  twelve  figures  are  ar- 
ranged in  groups  of  two  or  three,  each  group  applying  to  a 
special  phase  of  business  and  each  allowing  of  a  hundred  or  a 
thousand  permutations.  The  completed  groups,  ten  or  twelve 
figures  in  all,  are  then  translated  into  letters  making  pro- 
nounceable combinations  or  ** words,''  of  not  exceeding  ten  let- 
ters in  length,  which  are  accepted  by  the  cable  companies  of 
the  world.  Almost  always  checks  for  each  word  are  provided 
for.    This  brief  reference  sounds  decidedly  complicated.    The 
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system,  however,  is  in  reality  simplicity  itself.  It  can  be  un- 
derstood after  only  a  few  hours'  study,  while  it  is  possible  with 
a  few  days'  work  to  devise  a  suflSciently  comprehensive  code 
applying  to  any  special  business  which  will  immensely  facili- 
tate cable  correspondence  and  economy  in  cable  tolls.  If  in- 
disposed to  make  up  his  private  code  in  his  own  office  the  ex- 
porter has  available  the  service  of  many  code  compilers,  who 
for  a  respectable  fee  will  undertake  the  work  for  him. 

Responsibility  in  Cable  Messages.— Telegraph  and  cable 
companies  are  generally  absolved  legally  from  mistakes  made  in 
the  transmission  of  code  messages.  Cipher  messages,  it  has 
been  held,  are  in  nature  and  purpose  unintelligible  to  any  ex- 
cepting the  sender  and  the  addressee,  and  this  has  been  held  in 
England,  Canada  and  the  United  States  to  relieve  transmitting 
companies  from  any  save  nominal  damages,  excepting  only  in 
the  event  of  negligence. 

Responsibility  for  mistakes  occurring  in  the  transmission  of 
plain  language  messages  is  seldom  accepted  by  transmitting  com- 
panies and,  usually,  resulting  losses  are  not  sufficient  to  justify 
legal  action  against  them.  In  consequence  the  liability  of  losses 
that  may  have  been  incurred,  as  for  example,  through  the 
wrongful  transmission  of  a  price,  may  become  a  matter  of  dis- 
sension between  buyer  and  seller.  Legally  this  responsibility 
seems  to  be  placed  on  the  one  who  has  originated  the  transac- 
tion. Thus,  if  a  foreign  buyer  cables  to  an  American  supplier 
requiring  a  cable  reply,  the  latter  the  American,  is  regarded 
as  the  buyer's  agent  in  transmitting,  as  the  buyer  has  wished, 
the  information  required  by  cable.  On  the  other  hand,  if  it  is 
the  American  supplier  who  of  his  own  initiative  makes  an  offer 
or  otherwise  addresses  an  important  communication  to  a  for- 
eign buyer,  then  it  is  the  American  house  which  is  responsible 
for  errors  that  may  occur  in  resulting  cablegrams.  Of  course, 
it  is  sometimes  possible  to  prove  glaring  mistakes  to  transmit- 
ting companies  so  forcibly  that  settlements  can  be  readily  ob- 
tained from  them,  either  by  despatcher  or  receiver  of  the  mes- 
sages involved,  as  their  responsibility  may  be  determined  ac- 
cording to  the  foregoing  rule. 

It  may  here  be  noted  that  in  this  country  all  cable  companies 
will  upon  demand  repeat  without  charge  words  of  a  message 
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which  are  unintelligible  and  which  have  evidently  been  muti- 
lated in  course  of  transmission.  When,  therefore,  the  exercise 
of  a  little  ingenuity  fails  in  trying  different  ways  of  spelling  a 
word  that  is  blind  and  is  not  to  be  translated  from  the  code 
known  to  be  employed,  then  the  transmitting  company  may  be 
asked  to  have  that  word  repeated,  and  often  enough  repetition 
makes  it  intelligible.  Ingenuity  in  correcting  mutilated  spell- 
ings is  assisted  by  reference  to  the  '* mutilation  tables"  and  the 
explanation  of  possible  ** transformations  of  telegraphic  signals" 
which  are  included  in  many  of  the  leading  code  books,  and  very 
especially  by  the  arrangement  of  code  words  in  terminational 
order.  However,  if  the  message  or  the  word  involved  is  of  great 
importance,  no  correction  or  guess  as  to  correction  should  ever 
be  accepted  as  final  until  confirmation  from  the  sender  or  trans- 
mitting cable  company  has  been  received. 
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CHAPTER  VI 

TSAVEUNO  SALESMEN  ABROAD 

Employment  of  Traveling  Salesmen  Depends  on  Growth  of  Ex- 
port Business — Successful  Factory  Salesman  Preferred  to  an 
Expert  in  Foreign  Languages — Qualities  Desirable  in  the  Man 
to  Represent  Americans  Abroad — Travelers  Who  Carry  Lines 
from  Several  Factories — Conditions  Encountered  in  Selling 
Ooods  in  Other  Lands — Duties  on  Samples — Salesmen's 
Licenses  in  Some  Countries. 

IT  is  extremely  doubtful,  to  say  the  least,  whether  any  suc- 
cessful exporter  of  to-day,  American  or  European,  initiated 
his  efforts  to  find  markets  in  foreign  countries  by  sending 
out  a  corps  of  salesmen  to  look  for  orders.  It  is  usually,  and 
with  excellent  logic,  believed  that  a  manufacturer  in  seeking  to 
build  up  a  foreign  trade  must  walk  before  he  can  run.  As  a 
rule,  he  awaits  the  results  of  less  expensive  initial  efforts  before 
he  attempts  to  send  traveling  men  into  distant  markets.  He 
defers  their  employment  until  the  growth  and  prospects  of  trade 
otherwise  secured  by  earlier  tentative  efforts  seem  to  warrant 
sending  salesmen,  or  perhaps  to  demand  them.  Most  manufac- 
turers are  convinced  that  first  of  all  they  must  learn  where  they 
can  sell  their  goods  and  what  goods  they  can  sell.  Also,  and 
equally  important,  that  they  must  study  the  best  ways  of  getting 
trade  in  different  markets  as  well  as  the  most  desirable  fashion 
of  handling  that  trade  when  secured. 

WHEN  TO  EMPLOY  TRAVELINO  SALESMEN 

Traveling  salesmen  have  been  called  the  ideal  way  of  develop- 
ing any  trade,  foreign  or  domestic.  Undoubtedly  this  is  true — 
when  one  has  thoroughly  convinced  himself  that  he  knows  exactly 
what  he  wants  to  do.  To  send  traveling  men  even  to  the  most 
attractive  foreign  markets  is  the  height  of  absurdity  until  ar- 
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rangements  have  been  perfected  at  the  factory  for  giving  proper 
and  adequate  attention  to  the  execution  of  foreign  orders  and  the 
general  conduct  of  a  thoroughly  organized  export  department. 
Furthermore,  it  is  never  to  be  forgotten  that  no  ordinary  manu- 
facturer can  possibly  support  his  own  traveling  men  in  every 
foreign  market. 

On  the  other  hand,  some  tempting  markets  lie  so  close  to  us 
that  it  is  really  astonishing  that  more  American  traveling  sales- 
men do  not  visit  them.  Mexico,  when  in  normal  condition,  and 
Cuba  are  examples  of  such  markets.  A  Pullman  sleeping  car 
leaving  St.  Louis  used  to  arrive  in  Mexico  City  before  another 
car  leaving  St.  Louis  at  the  same  time  arrived  in  San  Francisco. 
Similar  conditions  will  undoubtedly  return  before  long.  It  only 
costs  a  man  about  $100  for  transportation  to  make  the  trip  from 
New  York  to  Havana,  Cuba,  and  return.  These  are  examples  of 
temptations  to  aggressively  minded  manufacturers  to  seek  trade 
in  attractive  markets  through  traveling  salesmen.  Seriously 
determined  manufacturers  and  salesmen  will,  however,  do  well 
to  avoid  * 'cruises'*  promoted  by  steamship  companies  and  "com- 
mercial tours"  engineered  by  chambers  of  commerce.  Both  may 
be  enjoyable  junkets,  laudable  in  some  respects,  but  they  are  not 
business-getters. 

Select  the  Bight  Blan  Only. — ^It  cannot  be  too  emphatically 
urged  that  manufacturers  and  exporters  must  on  no  account  ever 
send  abroad  any  but  the  salesman  they  believe  to  be  the  right  man 
in  every  sense  of  that  term.  The  American  house  will  be  judged 
in  foreign  countries  by  the  representative  it  sends  to  them.  More 
than  that,  our  wnole  people,  the  United  States  of  America,  will  be 
judged  nationally  by  the  travelers  whom  our  manufacturers  send 
out.  The  foreign  buyer  will  regard  it  as  inconceivable  that  a 
high  class  American  house  should  tolerate  a  representative  vulgar 
or  incompetent.  He  will  probably  form  his  .ideas  of  American 
standards,  of  American  morality  and  courtesy,  from  the  salesman 
whom  we  send  to  seek  his  orders.  The  greenhorn,  the  bore,  the 
under-educated  salesman,  is  the  butt  for  ridicule  in  foreign 
lands,  and  his  house  will  share  in  it.  It  is  the  absurdest  as  it  is 
likely  to  be  the  costliest  of  mistakes  to  regard  a  foreign  business 
trip  as  a  desirable  junket  for  some  favored  employee  who  may 
have  no  qualifications  whatever  for  the  task,  and  who  does  not 
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intend  to  stick  to  that  line  of  work.  Export  traveling  is  a  far 
more  serious  proposition  than  domestic. 

Salesmen  as  Credit  Judges. — ^No  salesman  should  ever  be 
sent  into  any  foreign  territories  to  solicit  business  for  the  ac- 
count of  manufacturers  unless  his  judgment  as  to  the  making  of 
credits  is  deemed  equally  as  satisfactory  to  his  principals  as  is 
his  ability  to  make  sales.  In  all  foreign  countries  an  order  is 
regarded  as  a  contract,  equally  as  binding  on  the  supplier  of 
the  goods  as  on  the  customer  himself.  It  is  assumed  by  responsi- 
ble buyers  when  they  attach  their  signature  to  a  contract-order 
placed  with  the  authorized  representative  of  a  manufacturer  that 
that  representative  has  satisfied  himself  of  their  desirability  as 
customers,  and  that  the  firm  he  represents  will  be  bound  to  ship 
the  goods  as  per  order,  just  as  the  customer  himself  will  be  bound 
to  accept  and  pay  for  the  goods  in  accordance  with  contract 
terms. 

However,  manufacturers  in  all  countries,  not  only  in  the 
United  States  but  in  England  and  Continental  manufacturing 
countries  as  well,  even  though  reposing  the  utmost  confidence 
in  the  judgment  and  discretion  of  their  foreign  salesmen,  usually 
take  measures  to  confirm  a  new  representative's  opinion  of  pro- 
posed customers  in  one  way  or  another.  Ways  may  in  excep- 
tional cases  even  be  found  of  declining  orders  which  never  should 
have  been  booked,  while  recognizing  the  sanctity  of  the  contract 
entered  into  by  the  agents. 

Confidence  in  the  Salesman. — The  traveling  representative 
of  a  factory  who  visits  foreign  countries  in  search  of  new  busi- 
ness, or  for  the  development  of  business  already  established, 
ought  to  be  a  good  deal  more  than  a  mere  salesman.  To  be 
desirable,  the  business  secured  must  be  profitable.  No  imagin- 
able means  of  investigating  credits  can  approach  in  satisfaction 
the  personal  inquiries  made  on  the  spot  by  the  traveling  man. 

In  this  connection,  George  H.  Richards,  export  manager  of 
the  Remington  Typewriter  Company,  remarked  in  the  course  of 
an  address  before  a  class  in  exporting  of  the  New  York  Y.  M. 
C.  A.: 

**The  manufacturer  must  be  prepared  to  place  proper  confi- 
dence in  the  judgment  and  conclusions  of  his  representative. 
Unless  he  is  willing  to  discuss,  and  possibly  accept,  the  sugges- 
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tions  offered  as  the  result  of  work  done  in  his  behalf,  and  the 
plans  developed  by  study  of  conditions  and  requirements  in  the 
territory  where  business  is  sought,  much  of  the  work  and  at- 
tendant expense  will  be  thrown  away.  Nothing  discourages  a 
good  man  more  than  to  iiave  the  conclusions  he  has  arrived  at 
after  much  sacrifice  and  labor  treated  indifferently  or  disre- 
garded. If  he  is  big  enough  for  his  work,  his  judgment  is  good 
enough  to  be  made  the  basis  of  the  working  policy  of  the  house." 

ISistakes  of  Ignorant  Salesmen. — The  folly  of  sending  out  an 
ignorant  or  unprepared  man  to  assume  the  responsibilities  in- 
separable from  being  thrown  upon  his  own  resources  in  foreign 
countries  may  be  illustrated  in  the  story  of  a  salesman  for  a 
manufacturer  of  glassware  who  some  years  ago  started  on  a  trip 
around  the  world.  He  progressed  through  Australia  to  India, 
whence  he  was  peremptorily  called  back  home  by  cablegram. 
He  found  from  the  start  of  his  efforts  to  secure  orders  that  pros- 
pective customers  were  not  satisfied  with  ordinary  quotations 
f.o.b.  works,  with  extra  charges  for  barrels,  indefinite  costs  of 
freight  to  New  York,  etc.,  and  that  to  get  any  business  it  was 
necessary  for  him  to  make  prices  including  all  charges  through 
to  the  foreign  seaport.  He  was  not  accustomed  to  figuring  such 
chaises,  but  blundered  along  taking  orders  as  best  he  could. 
Every  one  of  these  orders  had  to  be  declined  by  the  factory,  and 
his  recall  followed  promptly  upon  their  receipt  at  the  home 
oflSce  and  consequent  careful  figuring.  The  fact  that  the  factory 
was  afterward  able,  in  the  course  of  correspondence,  to  induce 
some  buyers  in  Australia  to  confirm  their  orders  at  higher  and 
suitable  prices,  and  actually  laid  the  foundation  for  a  consider- 
able later  business,  is  not  an  argument  against  the  foolishness  of 
sending  out  similarly  incompetent  men. 

Factory  Support  of  Salesmen. — The  foreign  salesman  must 
have  the  invariably  loyal  and  enthusiastic  support  of  his  fac- 
tory. He  needs  a  loose  rein  and  confidence  that  no  matter  what 
happens  his  house  will  back  him  up  to  the  limit.  Nothing  puts 
a  more  effective  damper  on  the  spirits  of  a  salesman  traveling  in 
a  strange  country  than  the  receipt  of  cold  letters  of  criticism 
devoid  of  any  friendly,  helpful  or  encouraging  expressions. 

One  of  the  oldest  and  most  highly  respected  among  New  York 
exporters,  Welding  Ring,  of  Mailler  &  Quereau,  expresses  him- 
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self  as  follows  in  regard  to  the  support  which  foreign  traveling 
men  should  receive :  ''The  home  office  must  be  prepared  to  back 
up  its  representatives  and  traveling  agents  in  every  respect,  show 
their  confidence  in  them,  carry  out  any  agreements  or  contracts 
entered  into,  and  see  that  the  business  is  operated  on  just  as 
straightforward  and  careful  a  basis  as  if  everything  was  con- 
ducted here.  Unless  these  agents  and  representatives  possess 
this  confidence  and  also  the  backing  of  the  home  office,  they  will 
be  very  greatly  handicapped  and  their  success  become  extremely 
doubtful.'* 

Repeated  Foreign  Trips. — The  manufacturer  who  plans  to 
develop  his  trade  in  foreign  markets  through  traveling  salesmen 
must  by  no  means  anticipate  that  a  single  trip  of  a  salesman  will 
be  enough.  The  salesman  on  his  first  visit  may,  certainly  should, 
get  some  business  started,  but  what  about  its  later  development? 
Periodical  if  not  regular  subsequent  visits  are  essential.  They 
are  essential  both  for  the  sure  and  large  growth  of  the  trade 
and  in  order  to  keep  abreast  of  competition.  In  the  beginning 
a  salesman  ought  to  visit  a  desirable  foreign  market  at  least  once 
a  year  to  impress  his  goods  on  buyers  and  to  convince  them 
that  his  firm  is  in  the  field  to  stay.  When  well  established  his 
trips  need  not  be  so  frequent.  Moreover,  it  is  highly  desirable 
that  the  man  who  has  been  initiated  into  the  export  business 
through  a  single  trip  abroad,  be  given  means  of  retaining  his 
insight  into  foreign  business  life,  customs  and  points  of  view. 
It  is  the  experience  of  every  one  who  has  been  engaged  for  any 
length  of  time  in  export  trade  that  the  man  who  does  not  make 
frequent  foreign  trips  is  bound  to  lose  his  sympathetic  appre- 
ciation of  customers  abroad,  just  as  the  traveler  who  remains  too 
long  away  from  home  in  foreign  markets  is  quite  sure  to  grow 
away  from  the  factory  point  of  view,  forget  home  policies  and 
factory  limitations.  Similarly  it  is  not  always  wise  to  keep  a 
traveler  continuously  at  work  in  one  territory.  It  is  often  better 
to  give  him  an  opportunity  of  exploring  and  developing  a 
new  field  in  addition  to  all  or  some  of  his  old  ones. 

One  Visit  not  Enough. — Another  story  may  illustrate  the 
inadequacy  of  a  single  visit  to  a  foreign  market.  An  American 
manufacturer  of  hay  presses  once  upon  a  time  visited  Italy  and 
succeeded  in  inducing  a  prominent  importer  of  agricultural  ma- 
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chineiy  to  introduce  his  presses.  The  manufacturer  returned 
home.  Orders  followed  from  Italy  for  three  or  four  years,  at 
first  in  fairly  satisfactory  and  increasing  volume.  Then  orders 
began  to  fall  oflf.  The  manufacturer  wrote  earnest  letters  of 
inquiry  as  to  causes,  but  discovered  that  his  agents  did  not  seem 
anxious  to  enlighten  him  with  details.  The  present  writer,  mak- 
ing a  trip  through  Italy,  was  asked  to  investigate.  The  reasons 
for  a  decline  in  orders  for  these  American  hay  presses  were  dis- 
covered. Competing  manufacturers  of  another  nation,  attracted 
by  the  considerable  business  that  had  been  established,  found 
that  Italian  farmers  liked  to  attach  their  hay  press  to  their 
threshing  machine  and  run  both  from  the  same  engine.  They 
accordingly  put  an  extra  pulley  on  their  separator  and  operated 
the  hay  press  by  a  belt  from  this  new  pulley.  It  was  acknowl- 
edged by  the  Italian*  importer  that  he  did  not  like  these  other 
presses  so  well  as  the  American,  but  the  American  manufacturer 
had  not  turned  up  in  Italy  to  see  how  his  machines  were  getting 
along  and  whether  there  was  anything  he  could  do  to  improve 
sales,  while  the  importer  had  no  other  object  in  carrying  on  his 
business  than  to  sell  the  machines  that  sold  most  easily  and 
quickly  and  at  best  profits.  Accordingly,  the  American  ma- 
chines were  neglected. 

Whether  or  not  they  regained  any  of  the  ground  lost  is  beside 
the  question.  No  ground  at  all  ought  to  have  been  lost.  The 
American  manufacturer  should  not  have  contented  himself  with 
one  visit  to  Italy.  He  ought  not  to  have  waited  four,  five,  six 
years  before  personally  greeting  his  customer  a  second  time.  If 
it  is  worth  while  sending  a  traveling  salesman  to  a  market 
at  all,  it  is  even  better  worth  while  following  up  the  first  visit 
by  later  ones,  even  if  it  is  not  thought  necessary  to  make  regular 
or  annual  or  seasonal  trips  for  the  purpose  of  seeking  in  person 
periodic  orders.  Trade  once  established,  no  matter  how,  will 
not  continue  forever  to  take  care  of  itself.  It  must  be  nursed 
and  cultivated  if  it  is  to  be  developed  adequately. 

FOBEION  BORN  VS.  SUCCESSFUL  FACTORY 
SALESMEN 

All  of  us  are  favored  by  an  endless  stream  of  advice  as  to  the 
necessity  of  sending  abroad  salesmen  able  to  speak  the  language 
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of  the  country  which  they  are  to  visit.  The  South  American 
obsession,  which  seems  to  claim  so  many  of  our  advisers  and 
critics  for  its  own,  is  chiefly  responsible  for  the  emphasis  laid 
on  this  advice,  which  apparently  always  refers  to  travelers  who 
are  to  be  sent  to  Latin  America.  But  Paul  T.  Cherington,  Pro- 
fessor in  the  Harvard  Graduate  School  of  Business  Administra- 
tion, remarks:  ''A  man  may  know  forty  languages  and  not  be 
able  to  sell  goods  in  any  one  of  them.  On  the  other  hand,  he 
may  be  a  very  clever  salesman  at  home  and  a  very  poor  one 
for  Latin  America.'*  Furthermore,  what  about  the  necessity  of 
speaking  languages  by  the  salesman  sent  to  Europe  T  Must  he  be 
able  to  speak  every  tongue  which  he  encounters  in  traveling 
from  Lisbon  to  Stockholm  and  Petrogradt  Whatever  else  is  to 
be  said  in  this  connection  it  will  still  remain  true  that  an  enor- 
mous volume  of  highly  profitable  business  has  undoubtedly  been 
established  in  foreign  markets  by  American  manufacturers  and 
traveling  salesmen  who  have  been  able  to  express  themselves 
in  the  English  language  only. 

Foreign  Language  Experts.— It  has  been  an  unfortunate 
fact  in  the  history  of  American  export  trade  that  our  manufac- 
turers have  sometimes  seemed  to  regard  as  a  sufficient  recom- 
mendation of  many  an  applicant  his  pronounced  foreign  accent 
in  speaking  the  English  language  and  his  claim  that  he  is  a  native 
or  has  long  been  a  resident  of  sonie  foreign  country.  The  main 
thing  in  the  selection  of  an  export  salesman  is  not  his  familiarity 
•with  foreign  languages  but  his  ability  to  sell  goods.  A  friend 
writing  from  Rio  de  Janeiro  several  years  ago  observed:  **A 
good  many  men  are  sent  out  from  the  United  States  who  are 
excellent  translators  but  poor  salesmen.  It  is  easier  for  a  man 
to  pick  up  a  knowledge  of  the  language  of  Brazil,  for  example, 
after  he  gets  there  than  it  is  for  him  to  acquire  the  language 
of  the  line  that  he  is  selling.  Par  worse,  however,  is  the  type 
who  knows  his  line  but  knows  neither  the  language  of  the  country 
nor  good  breeding.  There  is  a  type  of  American  salesman  who 
blusters  and  curses  his  way  along,  who  for  the  credit  of  his 
country  and  the  honor  of  his  house  ought  never  to  be  permitted 
to  visit  these  shores.  That  type  of  American  who  walks  rough 
shod  and  loud  mouthed  through  every  custom  and  form  of  cities 
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that  were  old  when  Chicago  was  a  frontier  post — ^these  do  their 
country  and  their  firms  infinite  harm." 

It  would  seem. that  in  the  selection  of  a  foreign  salesman 
the  question  of  his  ability  to  speak  the  language  of  the  market 
which  he  is  to  visit  may  to  some  extent  depend  upon  the  charac- 
ter of  the  trade  which  he  is  expected  to  cultivate,  the  class  and 
caliber  of  the  customers  whom  he  is  to  call  upon.  Evidently  a 
propaganda  to  be  carried  on  among  small  retail  dealers  or  the 
ultimate  consumer  must  entail  a  far  more  intimate  acquaintance 
with  the  language  which  these  classes  speak  than  would  be  en- 
tailed if  calls  are  to  be  made  only  on  the  large  merchants,  chiefly 
wholesalers  and  professional  importers.  The  business  relations 
of  the  latter  and  frequent  trips  abroad  on  their  own  account  will 
almost  certainly  have  developed  a  considerable  familiarity  with 
other  languages  than  that  of  their  immediately  local  market. 

It  has  been  found  possible  by  many  an  American  speaking 
no  language  except  English  to  do  business  in  all  sorts  of  strange 
countries  either  through  finding  an  important  customer  who 
could  talk  to  him  in  English  or  through  the  employment  of  inter- 
preters, extremely  unsatisfactory  as  the  latter  method  invariably 
is.  None  the  less  it  is  hard  to  understand  how  a  man  who  has 
not  at  least  a  smattering  of  the  language  of  the  people  -among 
whom  he  finds  himself  can  manage  to  get  through  in  comfort  the 
ordinary  routine  of  life  on  the  street,  in  the  hotels,  restaurants 
and  on  the  railways.  The  old  joke  that  when  one  finds  himself 
in  a  country  where  English  is  not  understood  then  the  remedy 
is  to  ** speak  louder,*'  does  not  materially  assist  in  working  a 
market  expeditiously  and  economically. 

Certainly,  if  nothing  more,  the  foreign  salesman  must  possess 
the  knack  at  languages  which  is  born  into  some  men — ^the  ability 
quickly  to  pick  up  common  phrases  and  the  essential  words  of  a 
language,  and  this  will  help  a  lot  in  every  phase  of  his  life 
abroad.  It  was  a  prominent  Latin  American  who  declared  that 
if  a  visitor  to  South  America  knows  only  a  few  words  of  Spanish, 
is  only  able  to  stumble  through  the  most  elementary  phrases, 
he  will  actually  receive  a  more  careful  and  polite  attention  from 
prospective  clients  than  will  the  salesman  who  is  a  fluent  con- 
versationalist in  Spanish.    The  amateur  linguist's  very  blun- 
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ders  may  be  made  jokes  by  him  and  contribute  to  the  establish- 
ment of  an  acquaintance  and  even  friendship  on  the  pleasantest 
basis,  with  prospects  who  are  certain  to  show  the  greatest 
courtesy  in  treating  his  language  shortcomings.  But  the  essen- 
tial in  the  foreign  traveling  man  is  beyond  any  question  not  the 
ability  to  speak  several  languages;  the  essential  is  an  ability  to 
sell  goods. 

Saccessful  Domestic  Salesmen  Abroad.— Since  the  essential 
thing  in  representatives  sent  abroad  is  this  ability,  the  question 
arises  as  to  the  desirability  of  transferring  a  successful  domestic 
salesman  to  one  or  several  foreign  fields.  The  advantages  such 
a  man  possesses  over  a  stranger  are  obvious.  He  knows  his 
goods  and  his  firm.  He  knows  how  the  goods  are  manufactured 
and  what  goes  into  them.  Moreover,  he  has  had  practical  and 
sometimes  pretty  hard  experience  in  learning  how  they  are  ef- 
fectively demonstrated  to  buyers.  While  selling  goods  to  for- 
eigners differs  in  some  minor  particulars  from  that  art  as 
practiced  in  the  United  States,  yet  experiences  on  the  road  at 
home  are  undoubtedly  the  best  preparation  for  meeting  buyers 
anywhere. 

It  has  been  noted  that  there  is  a  very  large  number  among 
the  big  importers  of  goods  in  all  foreign  countries  who  speak 
English.  Some  of  them  are  able  to  converse  in  our  language 
even  though  they  do  not  trust  themselves  to  put  their  queer 
English  grammar  and  spelling  on  paper,  have  no  stenographers 
able  to  transcribe  English  letters,  and  therefore  might  not,  from 
their  letters,  be  expected  to  be  able  to  do  business  in  English. 
Almost  every  authority  of  wide  experience  recommends  the  use 
of  the  successful  domestic  salesman  for  foreign  work  in  prefer- 
ence to  the  man  who  has  nothing  to  recommend  him  save  an 
ability  to  speak  foreign  languages.  Insistence  that  the  traveling 
salesman  must  speak  Spanish  comes  almost  exclusively  from  peo- 
ple who  seem  to  have  Latin  American  markets  solely  in  mind, 
yet  we  find  the  High  Priest  of  Latin  American  interests,  the  Hon. 
John  Barrett,  Director-General  of  the  Pan  American  Union,  an- 
nouncing his  opinion  in  an  address  before  the  American  Hard- 
ware Manufacturers'  Association  in  the  following  language: 

*'You  say  to  me,  'Mr.  Barrett,  it  is  so  difficult  to  get  men,' 
and  in  answer  I  am  going  to  tell  you  something  that  may  sur- 
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prise  you.  Here  is  a  man  who  knows  all  about  your  plant,  all 
about  its  productive  capacity,  under  just  what  conditions  you 
can  compete  and  sell  and  how  you  can  change  your  products  if 
necessary,  vary  your  machinery,  etc.,  to  adapt  them  to  the  field ; 
but  he  has  not  been  to  Latin  America,  he  does  not  know  the 
country  or  the  market  or  the  field.  On  the  other  hand,  you  have 
a  man  who  knows  nothing  about  your  plant,  nothing  about  your 
<5apacity  to  meet  competition,  but  he  knows  all  about  the  field 
and  speaks  the  language.  Invariably,  if  you  have  to  make  a 
choice,  take  the  first  one,  the  man  who  knows  your  plant.  I 
speak  from  having  had  experience  with  hundreds  and  hundreds 
of  men  while  minister  down  there,  and  those  whom  I  have  seen 
go  from  my  office  and  come  back  again.  The  man  who  thor- 
oughly knows  your  plant  will  pick  up  very  soon  a  knowledge  of 
the  field  and  of  the  language,  if  he  is  clever  enough  to  know  your 
plant ;  while  the  other  man,  if  he  is  down  there  and  has  not  the 
capacity  to  understand  your  plant  and  productive  capacity,  may 
lead  you  into  all  kinds  of  mistakes.  Of  course,  if  you  can  get  a 
man  who  knows  your  plant  thoroughly,  who  knows  the  field  thor- 
oughly, who  knows  the  languages  thoroughly,  you  will  have  an 
ideal  man." 

T.  W.  Van,  of  the  Koken  Barber  Supply  Company,  of  St.  Louis, 
Mo.,  spoke  at  the  second  National  Foreign  Trade  Convention 
to  a  group  of  so-called  '* smaller"  manufacturers.  He  said: 
**  Starting  in  as  a  small  manufacturer  with  practically  no  for- 
eign business,  but  which  to  this  year  shows  a  volume  of  a  quarter 
of  a  million  dollars,  none  of  which  was  got  along  the  lines  that 
have  been  urged  upon  us  to  follow  if  we  want  to  get  foreign 
business,  I  want  first  to  take  issue  with  the  idea  that  a  man  has 
got  to  know  the  language  before  going  into  foreign  countries.  I 
want  to  tell  you  gentlemen  and  the  small  manufacturers  who 
are  desirous  of  selling  their  goods  abroad,  that  if  we  who  went 
down  had  not  gone  because  we  did  not  know  the  language,  and 
waited  until  we  found  that  particularly  gifted  man  who  has  been 
pictured  to  us  to-day  as  the  only  man  that  should  go,  we  would 
still  be  waiting  and  our  goods  would  not  be  in  use  in  those  coun- 
tries to-day. 

**The  pioneers  of  America's  foreign  business  did  not  know 
the  language  of  the  people  they  went  to  trade  amongst,  nor  did 
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that  fact  keep  them  from  going,  f  he  getting  of  foreign  trade  is 
not  such  a  hard  matter.  You  need,  first,  a  representative  who 
knows  your  goods  and  your  factory  thoroughly.  This  represen-' 
tative  must  be  intelligent,  with  plenty  of  initiative.  Such  a  man 
will  lay  a  foundation  for  your  business,  even  if  he  does  not  know 
a  word  of  the  language.  Interpreters  can  be  hired  and,  person- 
ally, I  would  much  prefer  a  thoroughly  informed  capable  house 
salesman  and  an  interpreter  to  many  native  salesmen  saturated 
with  the  'maiiana  habit.' 

*'I  recall  the  first  trip  I  made  into  Mexico.  I  was  unable  to 
ask  for  a  glass  of  water.  Other  salesmen  who  accompanied  me 
for  other  concerns  were  in  a  like  plight.  All,  however,  were 
absolutely  fortified  with  a  complete  knowledge  of  their  goods. 
All  went  through  the  country  and  came  out  with  a  splendid 
business.  I  would  not  discourage  the  idea  of  salesmen  adapting 
themselves.  This  they -should  do,  and  the  intelligent  man  will. 
He  will  just  naturally  absorb  the  language,  and  this  he  should 
improve  upon  each  trip.  I  would  emphasize,  however,  the  neces- 
sity of  sending  a  man  who  is,  first,  your  best  salesman,  and  let 
the  language  be  of  secondary  importance." 

When  it  is  desired  to  use  a  successful  domestic  salesman  for 
foreign  work  a  new  question  may  present  itself.  It  may  per- 
haps be  difiicult  to  persuade  the  best  salesman  in  a  manufac- 
turer's employ  to  abandon  his  home  territory,  to  give  up  a 
profitable  clientele,  a  line  of  agreeable  acquaintances  and  many 
intimate  friends.  He  may  perhaps  prefer  what  he  regards  as  a 
*'sure  thing"  to  the  chances  of  an  adventure  in  strange  lands. 

TBAININO  MEN  FOR  FOREIGN  WORE 

The  solution  of  this  problem  undoubtedly  lies  in'  the  selection 
of  special  men  and  their  training  for  a  considerable  length  of 
time  for  the  express  purpose  of  using  them  in  foreign  work  ex- 
clusively. The  more  widely  and  the  faster  this  practice  is 
adopted  the  more  quickly  will  the  commercial  interests  of  the 
United  States  be  adequately  and  creditably  represented  abroad. 
It  will  involve  taking  young  men  and  putting  them  through  a 
rigorous  apprenticeship  in  every  detail  of  the  business.  It  means 
personal  interest  and  attention  on  the  part  of  the  partners  or 
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the  officers  of  the  house.  Young  men  cannot  simply  be  thrown 
overboard  and  left  to  swim  out  for  themselves. 

Attractions  of  Foreign  Traveling. — The  raw  material  for 
foreign  traveling  salesmen  abounds.  There  is  no  lack  of  young 
men  nowadays  who  are  attracted  to  the  export  field  either  be- 
cause of  its  novelty  or  because  they  think  they  see  in  it  tempting 
futures.  The  fascination  of  foreign  travel  is  undoubtedly  the 
most  potent  attraction  in  the  case  of  many  of  these  young  men 
who  quite  forget  that  it  does  not  mean  a  series  of  pleasure  cruises 
on  palatial  passenger  steamers,  that  real  work — often  excep- 
tionally hard,  disagreeable  and  irritating — is  required.  Any 
man  of  experience  with  the  ordinary  hotels,  railway  lines  and 
mule-back  travel  in  Latin  America,  will  enlighten  the  beginner 
in  this  regard.  In  the  majority  of  cases  the  novelty  of  travel 
in  foreign  countries  quickly  wears  off.  The  Wanderlust  stays 
where  it  is  born  in  a  man,  even  though  in  the  course  of  years 
he  becomes  blase,,  but  the  other  sort  rather  quickly  tires  of 
travel  abroad.  Yet  the  business  of  foreign  traveling  should  be  a 
permanent  profession,  or  at  least  one  lasting  through  long  years. 
It  seems  doubtful,  therefore,  if  mere  curiosity  to  see  the  world 
is  the  right  sort  of  a  motive  to  seek  in  the  most  desirable  candi- 
dates for  such  positions. 

Rewards  of  Success  in  Foreign  Travel— What  future  has 
the  young  man  who  seeks  a  position  as  foreign  traveler  to  look 
forward  tot  His  case  is  no  different  from  that  of  the  domestic 
salesman,  yet  it  is  radically  different.  His  future  depends  solely 
on  his  personal  ability  and  success.  He  has,  however,  this  ad- 
vantage over  the  fraternity  whose  wanderings  are  limited  to  our 
own  borders.  He  is  one  of  a  comparatively  limited  number  of 
men  who  know  foreign  markets  and  their  trade,  the  characteris- 
tics of  their  merchants  and  ways  of  handling  them  successfully. 
He  may  command  a  higher  salary  than  any  but  a  select  few 
command  at  home,  he  may  either  continue  abroad  or  in  due  time 
return  home  to  become  the  head  of  a  big  export  department,  or 
indeed  graduate  into  almost  any  position.  Several  examples  can 
be  quoted  of  men  who  have  made  their  reputation  in  export  work 
who  are  to-day  the  presidents  or  heads  of  great  companies.  On 
the  other  hand,  the  successful  foreign  traveler  may  establish 
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abroad  important  and  even  great  branches  of  his  American  enter- 
prise. Tempting  rewards  of  varying  character  are  undoubtedly' 
within  his  reach.  From  the  very  outset  of  his  career  he  should 
receive  unusually  liberal  remuneration.  In  this  regard,  George 
H.  Richards,  manager  of  the  export  department  of  the  Reming- 
ton Typewriter  Company,  remarked  in  the  course  of  his  address 
before  the  New  York  T.  M.  C.  A.  class  in  exporting : 

*'The  manufacturer  must  realize  that,  inasmuch  as  the  work 
calls  for  all  of  the  selling  ability  he  would  expect  in  a  domestic 
salesman,  and  much  more  in  other  directions,  the  cost  is  neces- 
sarily in  proportion.  It  is  high  class  work  requiring  high  class 
men,  and  high  class  compensation  must  follow.  It  is  useless  to 
expect  anything  else.  The  work  would  better  not  be  undertaken 
at  all,  than  undertaken  with  men  who  are  incompetent  or  un- 
qualified. A  cheap  man  means  cheap  work.  This  must  neces- 
sarily be  the  result  unless  the  reward  attending  it  is  in  keeping 
with  the  requirements 

"I  would  offer  the  following  policy  as  the  one  which  would 
be  productive  of  the  best  results  to  the  American  manufacturer 
for  interesting  and  holding  the  right  kind  of  men  for  foreign 
work.  Treat  them  liberally  in  the  matter  of  compensation; 
place  full  confidence  in  their  judgment  and  conclusions ;  encour- 
age and  appreciate  their  work  even  if  relatively  of  small  volume, 
hold  out  to  them  the  idea  that  the  best  prospect  for  ultimate 
preferment  is  through  successful  work  in  the  foreign  field,  with 
all  3f  its  attendant  sacrifices  and  deprivations ;  and  assure  them 
that  their  value  to  the  business  will  be  such  as  the  result  of  this 
experience,  that  nothing  the  business  has  to  offer  will  be  beyond 
attainment.  Several  of  our  large  houses  are  to-day  managed 
in  many  important  departments,  from  the  chief  executive  down, 
by  men  who  have  made  a  name  for  themselves  through  foreign 
work.'* 

How  Men  Should  Be  Trained.— It  is  quite  useless  to  expect 
to  turn  out  a  satisfactory  foreign  salesman  in  the  course  of 
two  or  three  months.  Two  or  three  years'  training  will  certainly 
be  necessary.  That  training  should  proceed  from  the  ground 
up  through  all  the  details  of  factory  work  necessary  to  give  an 
adequate  idea  of  how  the  goods  are  made,  of  what  goes  into 
them,  of  their  costs,  of  variations  in  processes  of  manufacture 
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and  in  the  character  of  the  finished  products  which  are  possible 
in  the  organization  as  it  exists.  Training  in  export  practice 
must  be  complete ;  above  all,  he  must  have  actual  sales  experience 
on  the  road  here  in  this  country — and  all  of  the  time  the  candi- 
date should  be  studying  one  or  several  languages  in  schools  where 
languages  are  taught  in  a  practical  fashion,  and  in  daily  con- 
versational practice.  While  every  other  detail  is  important,  yet 
it  must  never  be  forgotten  that  if  a  man  cannot  sell  goods  here 
at  home  he  cannot  be  expected  to  sell  them  abroad. 

If  a  college  man  can  be  found  who  seems  to  possess  the  char- 
acteristics of  a  successful  salesman  he  will  very  likely  be  consid- 
ered the  most  promising  candidate.  He  should  boast  a  better 
general  education  in  the  so-called  liberal  branches  and,  in  conse- 
quence, perhaps  a  broader  outlook,  as  well  as  the  probable 
disposition  to  master  details  of  each  feature  of  his  work  and 
the  ability  to  master  them  quickly.  The  experience  of  many 
manufacturers  is  that  it  takes  a  year  or  two  for  the  college  man 
to  wear  off  some  of  his  disposition  to  look  at  things  in  an  easy- 
going, theoretical  way  and,  as  it  is  expressed,  *'get  down  to 
brass  tacks.  *'  With  due  allowance,  however,  and  if  he  receives 
from  his  employers  the  right  sort  of  consideration  and  attention, 
there  should  be  the  basis  in  a  college  man  for  the  best  sort  of 
foreign  representative. 

The  fact  that  comparatively  few  college-bred  men  develop  into 
salesmen  here  at  home  does  not  by  any  means  imply,  that  among 
them  good  salesmen  are  not  to  be  found  by  the  exercise  of  judi- 
cious selection  and  subsequent  drilling  and  experience ;  or,  again, 
that  there  is  not  the  disposition  in  this  class  to  undertake  for- 
eign sales  work.  However,  sales  ability  is  the  first  consideration. 
Other  qualities  desirable  and  sometimes,  it  seems,  essential  in  a 
foreign  representative  can  undoubtedly  be  far  more  easily  im- 
parted than  can  the  ability  to  get  a  customer's  signature  to  an 
actual  order. 

QUALrriES  OF  A  FOREIGN  SALESMAN 

Lord  Chesterfield  did  not  begin  to  exhaust  the  list  of  qualities 
which  one  may  hope  for,  if  not  anticipate,  in  his  foreign  repre- 
sentatives. The  Admirable  Crichton  was  an  amateur  in  com- 
parison with  the  ideal  man  to  represent  American  businesa 
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interests  to  foreign  buyers.  If  we  cannot  secure  our  ideal  repre- 
sentative, yet  some  approximation  to  our  ideal  must  be  sought 
in  the  man  who  will  be  thrown  on  his  own  resources  thousands 
of  miles  away  from  advisers,  even  in  spite  of  the  general  use  of 
the  cable  nowadays — ^who  must  represent  himself,  his  house  and 
his  country  in  strange  lands,  encountering  extraordinary  com- 
plications, unforeseen  diflSculties,  running  into  unexpected  laws, 
customs  and  demands.    ^ 

Salesmanship  the  First  Essential.— Ability  to  make  sales  is, 
it  has  been  emphasized,  the  essential  thing  in  the  foreign  travel- 
ing man.  It  must,  however,  be  coupled  with  integrity.  The  man 
who  is  not  to  be  trusted  under  any  and  all  conditions  must  never 
be  sent  abroad,  no  matter  how  good  a  salesman  he  may  be.  A 
writer  in  a  contemporary  magazine  puts  the  qualities  desirable 
in  foreign  salesmen  in  the  following  order:  (1)  integrity,  (2) 
ability,  (3)  courtesy,  (4)  knowledge  of  the  language,  (5)  fixity  of 
purpose,  (6)  feeling  of  patriotic  responsibility.  The  present 
author  would  amplify  qualities  falling  under  the  second  class, 
ability.  It  should  apply  not  only  to  salesmanship,  but  it  should 
mean  that  the  foreign  traveler  be  exceptionally  versatile,  quick 
and  ingenious.  The  problems  which  he  will  meet  are  certain  to 
be  continually  changing  and  quite  unlike  anything  he  has  ever 
encountered  at  home.  He  must  be  able  to  solve  those  problems 
on  the  spot  and  to  the  satisfaction  and  profit  of  principal  and  cus- 
tomer alike.  > 

Salesman  as  Diplomat  and  Student.— The  foreign  traveling 
man  must  be  something  more  than  courteous.  He  must  be  a 
diplomat  and  a  psychologist,  much  more  of  both  than  any  do- 
mestic salesman;  able  promptly  to  appraise  foreign  character 
and  disposition,  to  **size  up"  his  customers  of  sundry  nationali- 
ties, to  recognize  their  strange  and  puzzling  idiosyncrasies,  meet 
their  '* bluffs,"  duly  determine  their  commercial  honor  and  their 
creditability.  Psychology  is  thus  intimately  allied  both  with 
courtesy  and  general  ability.  In  addition  to  these  qualities  the 
foreign  traveler  should  be  widely  read  and  a  student  of  current 
affairs,  not  in  his  own  home  alone  but  in  all  countries,  and  es- 
pecially of  international  relations.  He  must  be  what  foreigners 
call  by  the  equivalent  of  our  word  ''sympathetic."  He  must  be 
able  to  discuss  with  his  customer  something  more  than  mere  de< 
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tails  of  his  own  business.  While  he  must  know  something  about 
local  politics  he  must  be  able  dexterously  to  avoid  them  or  treat 
them  broadly  and  indulgently.  The  salesman  must  know  the 
general  features  at  least  of  the  history  and  geography  of  the 
country  in  which  he  finds  himself,  must  know  something  about 
the  cabinet  ministers,  the  heroes  of  its  history  and  its  litera- 
ture. If  no  more,  must  at  least  recognize  their  names  when  he 
hears  them.    This  means  study  and  broad,  intelligent  reading. 

Ab  Han  of  the  World. — He  should  be  a  man  of  the  world  in 
its  largest  sense,  entirely  at  home  in  his  evening  clothes,  and  ac- 
customed to  don  them  much  more  frequently  than  would  be  the 
case  in  a  trip  in  the  United  States.  He  will  meet  the  biggest  and 
best  men  in  the  commercial  communities  of  the  countries  he 
visits.  If  he  is  the  right  sort  he  will  be  **put  up''  at  clubs,  very 
likely  invited  to  dinners  and  dances,  possibly  introduced  at  his 
customers'  homes.  In  some  parts  of  the  United  States  person- 
ality and  friendship  go  a  long  way  in  making  the  success  of  the 
salesman.  In  other  territories  here  at  home  there  are  almost 
negligible  considerations.  There  is  a  great  difference,  for  ex- 
ample, between  getting  business  in  New  York  and  getting  busi- 
ness in  St.  Louis.  It  is  so  in  foreign  countries  too.  Circum- 
stances vary,  business  is  on  essentially  cold-blooded  lines  in  one, 
while  in  another  club  and  cafe  life  are  inevitable  precursors  to 
any  actual  business. 

Discouraging  Features  of  Work  Abroad. — ^We  may  again 
quote  the  views  of  Mr.  Richards,  of  the  Remington  Typewriter 
Company,  this  time  as  to  the  qualities  desirable  in  an  American 
foreign  salesman : 

**A  promising  candidate  must  be  ready  to  make  sacrifices,  to 
suffer  personal  discomforts,  to  contend  against  severe  opposition, 
and  to  accustom  himself  to  the  lonesomeness  of  strange  and 
unusual  surroundings.  He  must  be  patient  and  able  to  hang  on 
— ^not  easily  discouraged  or  disheartened.  He  must,  to  a  certain 
extent,  live  in  the  future,  building  not  alone  for  himself  and  his 
immediate  concern,  but  also  that  he  by  his  work  may  add  to  the 
sum  total  of  American  commercial  progress.  He  must  be  broad 
and  liberal  in  his  views,  a  good  mixer  and  able  to  represent  with 
dignity,  not  alone  himself  and  his  house,  but  his  nation.  He 
must  know  his  own  business  absolutely,  and  let  the  other  man 
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also  know  his.  He  must  be  proud  that  he  is  an  American  and 
jealous  to  sustain  that  honor  which  we  all  demand  shall  at  all 
times  attach  to  the  name.  There  have  already  been  too  many 
instances  of  commercial  men  posing  as  Americans  who  have  done 
much  to  belittle  the  name  abroad.  It  naturally  follows,  also, 
that  a  man  to  properly  qualify  for  the  work  must  be  practically 
foot-loose.  His  domestic  arrangements  must  be  such  that  he  is 
free  to  go  whenever  called,  to  any  point  desired,  and  to  remain 
as  long  as  business  may  demand.  Duty  must  supersede  all  other 
considerations.  Unfortunately,  domesticity  cannot  flourish  with 
the  man  prepared  to  commit  himself  to  the  arduous  requirements 
of  foreign  service.  Absence  from  home,  however,  should  in  his 
case  be  no  greater  than,  and  in  the  majority  of  instances  not  as 
great  as,  those  which  are  certain  to  be  entailed  upon  the  average 
naval  oflScer." 

Characteristics  to  Be  Avoided.— '* Too  fresh''  is  the  common 
complaint  of  the  typical  American  drummer.  Evidently,  in 
view  of  our  list  of  the  desirable  qualities  in  a  foreign  salesman, 
freshness  must  be  absolutely  eliminated  from  his  make-up;  so 
must  our  American  disposition  to  brag.  The  American  who  can 
find  nothing  better  to  talk  about  in  London  than  the  superiority 
of  American  street  cars,  American  hotels,  American  railways, 
and  who  comments  caustically  on  British  conservatism,  and  in- 
sists on  trying  to  show  his  customers  how  they  ought  to  do  busi- 
ness in  the  American  way,  will  have  a  good  deal  of  diflRculty  in 
living  down  the  first  unpleasant  impressions  he  has  thus  created. 
It  may  be  doubtful  if  he  ever  succeeds  in  getting  the  business  he 
seeks,  if  any  business  worth  while.  Precisely  the  same  is  true  all 
around  the  world.  "When  in  Rome  do  as  the  Romans  do" 
holds  good  to-day,  in  principle.  Here  are  some  maxims  to 
be  remembered,  rather  bald,  and  a  few,  only,  among 
many : 

It  is  not  advised  to  send  abroad  a  salesman :  Who  chews  to- 
bacco ;  who  slaps  his  victims  on  the  back  and  perches  his  feet  on 
their  desks ;  who  thinks  or  says  he  thinks  there's  only  one  ** God's 
own  country '*;  whose  commonest  conversation  is  of  ''little  old 
New  York''  and  the  glories  of  ''the  great  White  Way"— al- 
though his  native  heath  is  probably  Oklahoma. 
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COMBINATION  FOBEIQN  TBAVELEB8 

Current  discussion  of  ways  to  be  adopted  by  American  manu- 
facturers to  take  advantage  of  the  undeniably  wonderful  oppor- 
tunities for  the  expansion  of  our  foreign  trade  has  resulted  in 
a  very  general  recommendation  that  manufacturers  combine  in 
their  efforts  to  develop  this  trade  in  order  to  reduce  what  are 
described  as  the  high  expenses  necessary.  Frequently  this 
scheme  is  put  forth  as  a  brand  new  discovery,  a  brilliant  idea 
which  has  just  been  originated.  It  is  nothing  of  the  sort.  It  is 
as  old  as  is  export  trade  on  modem  lines.  It  may  or  may  not  be 
successful.  It  is  one  of  the  problems  which  is  certain  sooner 
or  later  to  be  presented  to  every  manufacturer  who  has  the  small- 
est interest  in  foreign  markets. 

What  Is  a  "Combination"  Traveler? — A  combination  foreign 
traveling  salesman  may  carry  from  four  or  five  to  forty  or  fifty 
different  lines.  He  may  make  a  trip  around  the  world,  or  he 
may  confine  his  efforts  to  a  comparatively  limited  territory.  In 
any  case,  the  theory  is  that  each  manufacturer  included  in  the 
combination  will  secure  the  needed  representation  for  his  goods 
at  the  minimum  expense.  ''The  combination  traveling  man  usu- 
ally requires  from  each  manufacturer  whose  line  he  carries  a 
certain  definite  contribution  of  money,  aiming  to  make  the  total 
contribution  from  all  lines  represented  sufScient  to  cover  antici- 
pated expenses,  and  sometimes  also  his  own  remuneration  for 
time  devoted  to  the  effort.  Thus,  if  a  year's  trip  is  to  be  made 
and  the  expenses  are  approximated  at,  say  $6,000,  ten  manufac- 
turers may  be  asked  to  contribute  $600  each  in  cash.  Usually, 
provision  is  made  also  for  a  commission  to  be  paid  on  all  sales 
actually  made.  On  this  commission  the  traveling  man  may  de- 
pend for  his  own  profits  or  salary.  If  not  content  to  risk  all  of 
his  own  interests  the  traveler  may  make  his  anticipated  expense 
$10,000  instead  of  $6,000  and  ask  each  of  ten  contributing  manu- 
facturers to  advance  $1,000  cash  instead  of  the  smaller  amount. 

The  combination  traveling  man  is  expected  to  carry  samples 
or  other  trade  ammunition  of  the  several  manufacturers  whom 
he  represents,  to  drum  the  trade  adequately  in  each  market  or 
each  city  that  he  visits,  to  establish  n^w  Qustpmeirs  or  develop  the 
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business  of  old  customers,  just  as  would  an  individual  represen- 
tative of  each  manufacturer  in  the  combination. 

How  Combinations  Are  Formed. — ^Men  engaged  in  the  ex- 
port trade  in  varying  capacities,  and  young  men  who  think  they 
would  like  to  become  connected  with  the  export  trade,  are  often 
attracted  by  the  possibilities  of  making  foreign  trips  as  represen- 
tatives of  combinations  of  manufacturers.  It  is  proper  to  warn 
such  men  that  not  only  is  the  idea  anything  but  novel  but  that  no 
little  diflSculty  will  be  experienced,  and  probably  many  weeks 
if  not  months  of  time  will  have  to  be  spent  in  the  effort  to  get 
together  the  requisite  combination. 

The  man  who  attempts  the  task  must  first  of  all  select  those 
kinds  of  goods  with  which  he  is  best  acquainted  or  which  he 
thinks  would  have  the  best  chances  for  profitable  sale  abroad,  and 
must  at  the  same  time  evolve  a  sales  plan  as  applying  to  certain 
foreign  fields  about  which  he  knows  a  good  deal.  He  must  for- 
mulate his  plan  and  his  knowledge  of  the  foreign  territory  to  be 
worked,  in  order  to  present  his  proposition  effectively  to  the 
manufacturers  whom  he  approaches.  When  he  has  determined 
upon  the  general  classes  of  goods  whose  sale  he  wishes  to  under- 
take, he  will  have  to  select  those  special  manufacturers  of  each 
article  whom  he  would  prefer  to  have  enter  his  combination  if 
they  can  be  persuaded  to  do  so.  He  usually  approaches  the  most 
desirable  manufacturers  first.  If,  for  any  reason,  they  are  not 
disposed  to  listen  to  his  arguments  then  he  has  to  seek  out  others 
making  similar  goods.  This  process  he  usually  finds  himself 
obliged  to  follow  out  through  a  rather  long  program. 

It  is  almost  invariably  necessary  to  approach  manufacturers 
in  person,  correspondence  rarely  bringing  results,  because  the 
idea  is  not  a  new  one  and  to  commend  it  to  any  manufacturer's 
favorable  consideration  there  must  be  very  strong  features  of  the 
plan,  or  the  personality  of  the  salesman  must  be  the  determining 
factor  which  ultimately  overcomes  the  opposition  of  the  manu- 
facturer to  the  proposal. 

Each  manufacturer  approached  is  usually  asked  to  contribute 
to  the  combination  his  agency  rights  for  the  territory  to  be  cov- 
ered in  addition  to  a  certain  sum  per  annum  or  per  month,  more 
often  payable  in  a  lump  sum  in  advance. 

In  order  to  have  any  chance  at  all  of  interesting  manuf actur- 
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ers  of  the  most  desirable  lines  in  any  combination  of  this  sort,  it 
will  be  found  indispensable  for  the  salesman  to  put  up  an  excep- 
tionally strong  argument.  Above  all,  to  show  that  he,  the  sales- 
man, has  had  experience  in  the  field  to  be  covered  or  at  least  in 
doing  export  business  in  allied  lines  to  that  field,  that  he  knows 
prospects  and  opportunities  and  conditions  in  the  field  thor- 
oughly, that  he  is  able  to  speak  the  language  of  the  trade,  that  in 
fact  he  really  knows  what  he  is  talking  about.  Most  manufac- 
turers nowadays  are  not  disposed  to  listen  to  schemes  of  this 
sort  advanced  by  amateurs. 

Advantages  of  Combination  Salesmen. — Clearly  the  chief 
recommendation  to  a  manufacturer  of  a  combination  representa- 
tive in  place  of  an  individual  factory  representative  is  the  re- 
duced expense  thus  required.  This  is,  of  course,  a  most  impor- 
tant consideration.  The  saving  is  large.  There  may  be  other 
advantages  also.  For  example,  the  manufacturer  of  a  ''short 
line"  may  profit  by  having  his  goods  presented  by  the  same  sales- 
man who  handles  the  products  of  manufacturers  making  allied 
goods,  and  orders  may  be  thus  obtained  which  would  otherwise 
be  missed  because  buyers  would  not  be  disposed  to  place  orders 
for  very  small  lots. 

Again,  the  salesman  carrying  a  variety  of  goods  in  which  a 
buyer  may  be  interested  may  have  a  stronger  argument  for 
securing  the  attention  of  buyers  than  the  mere  representative  of 
one  line  only.  A  dealer  in  electi-ical  supplies,  for  example,  might 
not  be  disposed  to  show  very  much  interest  in  the  traveling  man 
who  has  only  dry  batteries  to  oflfer,  whereas,  he  might  be 
prompted  by  curiosity  if  nothing  else  to  look  over  the  assorted 
lines  carried  by  a  combination  traveler  who  has  samples  to  show 
not  only  of  dry  batteries  but  of  electric  bells,  switches,  lamps, 
sundry  automobile  accessories,  etc.  Each  one  of  these  manufac- 
turers might  receive  at  least  trial  or  sample  orders,  particularly 
if  arrangements  had  been  made  for  combination  shipments  from 
the  United  States  of  all  orders  secured,  whereas  such  a  trial  ship- 
ment in  the  case  of  an  individual  manufacturer  might  be  so  insig- 
nificant that  the  dealer  would  not  have  the  courage  to  suggest  it. 

Objections  to  Combination  Salesmen. — If  the  combination 
representative  does  not  carry  closely  allied  lines,  it  is  evident  that 
his  efforts  must  be  scattered,  the  trade  on  which  he  must  call  of 
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varied  character,  and  a  great  waste  of  time  and  effort  result. 
The  combination  traveler  who  has  a  line  of  dry  batteries  and 
another  line  of  men's  shoes,  a  line  of  glazed  kid  leather,  a  line  of 
padlocks,  and  so  on  through  perhaps  ten  or  twenty  different 
branches  of  industry,  may  find  some  country  storekeepers  at 
various  points  in  his  itinerary  who  will  be  interested  in  all  the 
goods  which  he  shows,  but  at  the  principal  commercial  centers 
which  he  visits  he  will  have  to  call  on  hardware  dealers,  shoe 
dealers,  shoe  manufacturers,  electrical  supply  houses,  etc.,  in- 
stead of  being  able  to  devote  his  time  continuously  to  one  species 
of  dealer  or  importer. 

Unfortunately,  most  combination  traveling  men  carry  varie- 
gated assortments  of  goods.  This  usually  happens  because  it  is 
the  combination  man  himself  who  initiates  the  idea  of  a  foreign 
trip  and  propounds  it  with  more  or  less  success  to  sundry  manu- 
facturers, endeavoring  to  enlist  the  interest  of  each  in  the  trip 
that  he  proposes  and  in  making  the  necessary  contribution  to- 
ward expenses.  Since  it  is  the  combination  salesman  himself  who 
usually  originates  the  scheme,  his  ambition  is  not  always  inspired 
by  the  interests  of  the  manufacturers  represented,  and  it  is 
probable  that  some  lines  will  be  taken  on  as  a  last  resort,  to  com- 
plete the  list  of  contributors  to  the  fund,  rather  than  with  real 
conviction  that  success  will  be  made  of  such  lines. 

Again,  the  motives  of  the  man  who  proposes  a  combination 
trip  have  sometimes  to  be  examined  with  care.  Such  proposi- 
tions are  by  no  means  uncommon.  Sometimes  they  come  from 
capable  men,  very  much  in  earnest;  sometimes  they  come  from 
men  who  apparently  can  find  nothing  else  to  do;  some- 
times from  men  whose  object  seems  to  be  to  get  a  chance  to  see 
the  world.  Sometimes,  too,  they  are  advanced  by  men  of  un- 
savory reputation  and  previous  fraudulent  trips  of  similar  char- 
acter, when  contributions  have  been  obtained  but  the  represen- 
tative has  progressed  no  farther  than  an  American  seaport  or 
the  nearest  foreign  port  most  economically  reached.  A  thor- 
ough examination  of  such  proposals  is  invariably  in  order. 
Every  reference  offered  by  the  man  who  proposes  such  a  com- 
bination must  be  investigated,  his  history  carefully  looked  into 
and  information  9s  to  his  character  and  record  sought  from 
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every  one  who  has  ever  had  any  connection  with  him,  in  addition 
to  those  references  which  have  voluntarily  been  offered. 

Experiences  with  Combination  Salesmen. — It  almost  always 
results  in  examining  propositions  of  this  sort  that  it  is  found 
that  the  traveling  man,  if  he  has  made  similar  combination  trips 
in  the  past,  has  been  successful  in  making  sales  for  one  or  two  of 
the  firms  represented  but  that  others  of  his  principals  have  not 
received  adequate  returns  for  their  investment,  or  have  received 
no  returns  at  all.  There  are  always  a  number  of  manufacturers, 
therefore,  who  are  ready  to  rise  up  and  denounce  the  salesman 
in  question  as  **a  thief  and  a  robber''  because  he  has  taken  their 
money  and  has  not  returned  value  received.  They  are  justified 
in  doing  so  in  all  too  many  cases,  yet  the  most  honest  of  men  may 
be  mistaken  in  their  opinion  of  the  saleability  of  a  given  line  of 
goods.  Not  a  few  of  these  combination  efforts  in  years  gone  by 
have  failed  and  have  been  unjustly  denounced  by  manufacturers 
whose  goods  were  originally  taken  in  the  best  of  faith,. but  which 
it  was  found  impossible  to  introduce  satisfactorily  in  the  markets 
visited  for  good  and  sufficient  reasons  of  one  sort  or  another. 
Given  the  traveling  man's  honesty  of  purpose,  the  manufacturer 
iu  such  a  case  has  no  cause  for  denouncing  his  failure.  The  sales- 
man's  risk  was  involved  no  less  than  the  manufacturer's,  and  the 
latter  ought  to  take  his  medicine  also. 

Probably,  however,  most  failures  are  to  be  ascribed  to  the  un- 
desirable composition  of  the  ''combination"  which  has  been  en- 
gineered by  the  salesman.  Either  too  many  lines  have  been 
carried,  making  impossible  any  adequate  attention  to  each,  or 
the  lines  have  been  too  diversified,  requiring  undue  haste  in  a 
given  market  in  order  to  visit  all  buyers  interested,  with  conse- 
quent almost  certain  neglect  of  some  lines.  Then,  too,  no  sales- 
man can  be  expected  to  present  each  one  of  a  great  variety  of 
lines  with  the  same  degree  of  intelligence.  Again,  the  salesman 
may  have  fallen  into  the  natural  and  human  mistake  of  neglect- 
ing goods  hard  to  sell  in  favor  of  lines  which  sold  easily  and  in 
large  volume.  Certain  it  is  that  there  are  very  few  indeed  per- 
manently successful  efforts  in  the  way  of  combination  traveling 
salesmen  that  can  be  pointed  out  to-day. 

These  schemes  have  been  tried  scores  and  hundreds  of  times 
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in  the  course  of  the  last  forty  or  fifty  years.  Seldom  has  one 
lasted  more  than  a  year  or  two.  Men  make  such  combinations, 
go  abroad,  work  hard,  find  success  in  some  lines,  disappointment 
in  others.  At  the  end  of  a  year,  often  earlier,  if  they  can, 
members  of  the  combination  who  are  dissatisfied  with  the  results 
drop  out  and  their  places  must  be  filled,  if  the  salesman  is  to 
continue  for  another  year.  This  involves  loss  of  time,  for  it  is 
always  difScult  to  find  the  manufacturer  who  just  fits  in  to  the 
vacant  place  and  who  is  at  the  same  time  interested  in  the 
proposition.  Weeks  and  months  are  thus  wasted.  Ultimate 
dissatisfaction  of  everybody  concerned  has  hitherto  been  the  rule 
and  there  seem  to  be  no  good  grounds  for  anticipating  any  other 
results  in  the  future.  Most  prominent  manufacturers  are  thor- 
oughly familiar  with  this  sort  of  proposition,  many  of  them  have 
had  actual  experiences  with  similar  schemes.  As  a  rule  such 
manufacturers  are  not  disposed  to  listen  attentively  to  new  pro- 
posals of  similar  character. 

How  Combinatioxis  May  Be  Successful. — Although  the  his- 
tory of  combination  traveling  salesmen  has  been  almost  uniformly 
discouraging,  it  may  be  that  a  successful  effort  of  this  sort  can  be 
developed.  Incidentally,  it  is  to  be  remarked  that  other  coun- 
tries than  the  United  States  have  had  precisely  similar  experi- 
ences to  ours.  We  can  by  no  means  claim  this  sort  of  effort  as 
one  of  our  own  devising.  In  all  cases  the  prime  cause  for  failure 
seems,  on  analysis,  to  have  been  the  fact  that  these  combinations 
have  been  proposed  and  carried  out  on  the  initiative  of  the  sales- 
men. They  have  not  been  originated  by  manufacturers.  Rea- 
sons for  making  up  combinations  of  unsatisfactory  nature  by 
the  salesmen  have  just  been  suggested.  If  manufacturers  on 
their  own  initiative,  instead  of  acquiescing  in  chance  proposals 
made  to  them,  were  themselves  to  engineer  combinations  satis- 
factory to  them  in  nature  aad  to  carry  them  out  along  lines  dic- 
tated by  them,  instead  of  entrusting  their  development  to  the 
whims  or  schemes  of  salesmen  who  are  virtually  their  own  mas- 
ters, then  it  might  be  that  a  combination  effort  would  be  highly 
successful  and  satisfactory. 

This  sort  of  effort  should,  it  would  seem,  proceed  in  much  the 
following  fashion :  Three  or  four,  or  eight  or  ten,  manufacturers 
of  similar  and  allied  goods,  meeting  at  conventions  or  sunply 
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arranging  among  themselves  in  conferences,  may  agree  that  cer- 
tain foreign  territories  are  tempting  markets  which  ought  to  be 
developed  by  salesmen,  that  each  of  them  is  willing  to  spend  a 
certain  number  of  hundred  or  thousand  dollars  a  year  to  culti- 
vate these  markets.  They  may  agree,  therefore,  to  seek  out  and 
hire  on  fixed  salary  the  best  salesmen  they  can  select.  That 
salesman,  possessing  as  many  of  the  desirable  qualities  as  possi- 
ble and  having  had  a  thorough  experience  in  the  branch  of  in- 
dustry to  which  the  interested  manufacturers  belong,  should 
spend  a  number  of  weeks  at  each  of  the  factories  which  are  in- 
volved in  the  proposed  combination,  acquiring  a  general  knowl- 
edge of  each  individual  line,  and  receiving  lessons  from  each 
manufacturer  as  to  his  policies  and  expectations.  In  that  sales- 
man's hands  would  be  placed  representative  sample  collections  of 
each  of  the  manufacturers  engaged  in  the  combination.  If  some 
of  them  make  certain  articles  competing  with  others,  then  those 
of  all  but  one  maker  should  be  eliminated,  in  some  cases  equiva- 
lent offsetting  advantages  being  offered  by  those  manufacturers 
who  are  favored  in  such  a  selection.  The  aim  should  be  to  give 
the  salesman  a  representative  line  of  the  strongest  products  of 
each  of  the  factories  he  represents,  making  a  complete  whole  that 
will,  as  a  whole,  result  most  effectively  in  producing  business 
abroad. 

We  have  here,  however,  to  encounter  the  element  of  trade  jeal- 
ousy, and  probably  to  combat  the  efforts  of  one  factory  involved 
to  domineer  over  the  others,  to  '  *boss  the  show. ' '  If  there  is  to  be 
one  predominating  influence  in  the  combination,  it  is  doubtful 
if  the  others  will  get  their  share  of  attention  or  resulting  trade. 
Yet  it  is  certainly  highly  desirable  that  there  be  a  clearing  house, 
a  center  of  some  description  for  the  combination.  Instructions 
must  be  given  the  traveling  salesman  J)y  somebody  and  cannot 
always  be  given  by  majority  vote  of  the  several  manufacturers 
concerned.  The  clearing  house  is  especially  necessary  when  it 
comes  to  shipping  the  goods.  All  orders  taken  for  the  combina- 
tion from  one  and  the  same  customer  ought  to  be  shipped  on  one 
bill  of  lading,  if  not  invoiced  and  financed  as  a  whole.  To  some 
extent  these  requirements  can  be  met  by  utilizing  the  services 
of  foreign  freight  forwarders,  whose  province  and  operations  we 
shall  later  inquire  into.    Or  arrangements  can  be  made  with  ex- 


Digitized  by 


Google 


18^  PttACTtCAL  EXPORTING 

port  commission  houses  to  confirm  orders,  ship  and  finance  them. 
The  one  great  obstacle  to  such  a  combination  as  here  proposed 
would  seem  to  be  the  human  element.  The  generous  spirit  of 
give  and  take,  cooperation  for  the  benefit  of  all  with  possible  oc- 
casional detriment  to  some  even  if  only  minor  interests  of  the 
individual,  is  perhaps  rarely  to  be  found  among  manufacturers, 
each  fighting  aggressively  for  the  advancement  of  his  own  inter- 
ests. Something  of  this  sort  may  be  developed  on  satisfactory 
and  permanent  lines,  perhaps  through  pooling  profits,  but  the 
author  confesses  that  he  is  not  optimistic  in  this  regard. 

PREPARATIONS  FOR  FOREIGN  TRAVEUNG 

Before  a  salesman,  whether  representing  an  individual  manu- 
facturer or  a  combination  of  several  manufacturers,  sets  out  on  a 
foreign  trip  it  is  essential  that  other  preparations  be  made  than 
merely  the  collecting  of  a  set  of  samples  and  their  study.  Es- 
pecially in  the  case  of  a  first  trip  to  a  given  territory  it  is  neces- 
sary, curious  as  it^may  seem,  to  caution  the  traveler  that  before 
sailing  he  must  learn  just  as  much  as  he  can  about  the  countries 
he  is  to  visit  and  the  possible  customers  there  for  the  goods  he 
has  to  sell.  Moreover,  too  little  attention  is  often  paid  to  the 
necessity  of  starting  out  fully  armed  with  other  papers  than  the 
indispensable  letter  of  credit. 

Travelers'  Letters  of  Credit.— The  letter  of  credit,  or  other 
form  of  carrying  money  in  ample  amount  to  meet  every  expected 
expense  or  possible  contingency,  is  naturally  the  salesman's  first 
care.  Undoubtedly  a  banker's  circular  letter  of  credit  is  the 
most  generally  satisfactory  as  well  as  economical  way  of  carrying 
funds,  especially  in  fields  where  the  salesman  is  not  personally 
acquainted  and  cannot  depend  upon  getting  money  from  friends 
and  customers  through  drawing  drafts  on  his  house  or  otherwise. 
The  letter  of  credit  has  some  advantages  also  for  the  salesman's 
principals,  the  manufacturers,  in  that  as  a  rule  it  is  not  necessary 
for  them  to  advance  in  cash  the  full  amount  represented  by  the 
face  value  of  the  letter  of  credit.  The  manufacturer's  bankers 
usually  issue  these  letters  against  the  manufacturer's  rating  or 
credit  with  them,  charging  the  individual  amounts  to  the  manu- 
facturer one  by  one  as  the  salesman  draws  them  at  various  places 
and  dates  in  the  course  of  his  journeys.    The  so-called  * '  checks, ' ' 
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issued  by  express  companies  and  some  other  institutions,  are  con- 
venient in  many  respects  but  usually  they  must  be  paid  for  in  full 
in  advance  and  the  rate  of  exchange  is  a  trifle  higher  than  that 
charged  when  drafts  are  drawn  against  circular  letters  of  credit. 
In  traveling  in  South  America  salesmen  have  often,  before  the 
war,  found  it  advantageous  to  carry  two  letters  of  credit,  one  in 
dollars,  the  other  in  pounds  sterling,  drawing  on  New  York  or 
London  as  temporary  rates  of  exchange  made  profitable.  In  very 
long  trips  considerable  savings  are  said  to  have  been  made. 

Passports. — The  passport  should  never  be  neglected,  referring 
to  conditions  as  they  exist  in  ordinary  times  the  world  over 
whether  a  state  of  war  prevails  in  a  given  country  or  otherwise. 
A  salesman  may  make  half  a  dozen  trips  and  never  have  occa- 
sion to  use  a  passport,  but  on  another  trip  there  may  unexpect- 
edly arise  a  crisis  of  some  sort  which  will  make  the  possession 
of  that  document  vital.  It  should,  therefore,  always  be  carried 
no  matter  if  the  salesman  does  not  anticipate  visiting  certain 
countries  where  it  is  practically  always  necessary. 

Other  documents  are  necessary  in  the  case  of  some  countries, 
for  example,  in  Venezuela,  where  (officially)  a  certificate  of  re- 
cent vaccination  is  required  and  a  certified  baggage  list.  These 
papers  are  sometimes  demanded  and  sometimes  overlooked.  They 
should  always  be  in  the  traveler's  possession  and  he  should  in 
no  case  neglect  any  formality  which  the  laws  of  the  country  which 
he  is  about  to  visit  require,  including  the  consular  visa  before 
approaching  the  frontier  or  ports  of  certain  countries. 

Travelers'  Credentials  of  Authority. — Credentials  from  the 
firm  or  firms  represented  by  the  salesman  are  very  generally  for- 
gotten or  disregarded,  yet  they  form  what  may  on  occasion  be  an 
absolutely  indispensable  part  of  the  salesman's  equipment. 
Usually  a  Power  of  Attorney  should  be  supplied.  If  preferred, 
a  certificate  may  be  given  reading  perhaps  in  the  following  form : 

''We of  the  city  of hereby  certify  that  Mr. 

is  our  representative  for  (names  of  countries)  with  instruc- 
tions from  us  to  take  orders,  show  samples,  etc.,  {inserting,  if 
desired,  specific  definition  and  limitation  of  authority  granted) 
and  generally  guard  our  interests.  (Signature  of  the  firm.)^^ 
The  signature  to  such  a  certificate  should  be  attested  by  a  notary 
public  and  his  signature  vised  by  suitable  consuls  or  possibly 
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Ministers  or  Ambassadors  representing  the  countries  to  be  visited 
who  may  require  County  Clerk's  and  state  oflScials'  signatures, 
even  the  attestation  of  the  Secretary  of  State  of  the  United  States. 
This  certification  of  identity  and  general  status,  backed  by  a 
passport,  is  frequently  of  extreme  importance.  A  Power  of  At- 
torney when  given  should  also  be  fully  attested  in  the  same  way. 

Other  Helpful  Documents. — In  addition  it  will  do  no  harm 
at  all  and  may  occasionally  be  important  for  the  traveler  to  carry 
with  him  a  certificate  from  the  Chamber  of  Commerce  of  his  home 
town,  that  is,  the  town  where  the  factory  or  headquarters  of  his 
firm  is  located,  setting  forth  under  the  biggest  o£Scial  seal  of  the 
Chamber  of  Commerce,  and  in  as  imposing  and  formal  a  fashion 
as  possible,  the  fact  that  the  firm  represented  is  actually  estab- 
lished in  that  city  and  doing  business  there  and  that  the  sales- 
man is  its  authorized  representative.  Such  certificates  also  may 
be  duly  attested  by  consuls  of  the  several  countries  which  it  i^^ 
planned  to  visit.  They  help  sometimes  in  very  effective  ways. 
Some  Governments  require  evidence  that  the  firm  said  to  be  rep- 
resented is  actually  and  legitimately  in  business. 

Helpful,  too,  on  occasion  may  be  official  letters  to  our  consular 
and  diplomatic  representatives  which  many  travelers  are  dis- 
posed to  ridicule.  For  example,  if  the  traveling  man  encounters 
opportunities  of  undertaking  important  negotiations  with  rail- 
ways or  with  municipal  or  government  departments,  he  may  find 
that  unless  he  is  amply  fortified  by  documents  positively  con- 
firming his  pretensions  to  be  the  representative  of  the  house 
which  he  claims  to  represent,  he  will  not  be  permitted  to  tender 
for  supplies  required  or  be  otherwise  recognized. 

Letters  of  Introduction. — Letters  of  introduction  as  they 
are  usually  solicited  and  given  are  of  little  if  any  value  and  may 
just  as  well  be  left  at  home.  Introductions  to  large  commercial 
houses  or  local  officials  abroad,  of  importance  and  influence,  may 
be  helpful  but  only  when  they  come  from  actual  and  intimate 
friends  in  the  United  States.  Such  letters  given  by  casual  ac- 
quaintances, or  persons  who  merely  think  they  remember  having 
met  the  people  abroad,  are  worse  than  useless.  When  given  by 
people  having  real  influence  with  those  to  whom  they  are  ad- 
dressed, these  letters  may  be  of  great  assistance,  especially  as 
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further  fortifying  the  traveler's  claims  to  be  the  representative 
of  an  important  American  firm. 

Introduction  to  Foreign  Bankers. — ^Letters  from  American 
bankers  to  their  corresponding  bankers  in  foreign  countries  to 
be  visited  should  never  be  neglected.  While  usually  it  is  possible 
for  the  traveling  man  readily  to  secure  an  interview  with  bankers 
in  almost  any  city  in  the  world  without  any  introduction  what- 
soever beyond  his  business  card,  yet  letters  from  American 
bankers  asking  their  foreign  correspondents  to  give  Mr.  So-and- 
So,  representing  such-and-such  a  firm,  any  information  that  he 
may  require,  are  always  a  help  and  in  some  cases,  especially  in 
British  colonies,  Australasia,  South  Africa,  etc.,  may  be  neces- 
sary. One  of  the  peculiarities  of  some  British  colonial  bankers 
is  a  refusal  to  give  information  unless  bankers  in  his  home  coun- 
try have  introduced  the  applicant  and  specifically  requested  the 
privilege  of  such  information.  These  bankers'  letters  of  intro- 
duction, it  should  be  understood,  are  absolutely  distinct  from 
circular  letters  of  credit.  They  are  not  to  be  addressed  by  one's 
local  bank  but  should  be  secured  by  the  local  banker  from  the 
New  York  branches  of  foreign  bankers,  or  from  those  interna- 
tional bankers  in  New  York  who  are  the  usual  correspondents 
in  this  country  of  the  foreign  bankers  to  whom  letters  will  be 
addressed.  In  some  cases  circular  letters  of  introduction  will 
be  given,  good  at  all  of  the  numerous  branches  in  a  given  terri- 
tory of  a  certain  foreign  banker. 

Papers  Identifying  Samples. — Other  documents  which  the 
foreign  traveling  man  will  do  well  to  provide,  when  he  is  carrying 
samples  on  which  duties  will  be  imposed  by  the  various  coun- 
tries that  are  visited,  include  the  requisite  number  of  formal 
sample  invoices,  when  necessary  duly  attested,  and  always  the 
traveler  should  be  armed  with  an  account  of  the  actual  numbers 
of  the  samples  and  very  especially  their  exact  gross  and  net 
weights.  With  such  information  he  can  often  avoid  a  good  deal 
of  red  tape  and  annoyance  in  foreign  custom  houses. 

Knowing  the  Trade. — If  tlie  traveling  man,  or  the  house  he 
represents,  has  never  done  any  actual  business  in  the  market 
which  he  is  to  visit,  it  is  none  the  less  desirable  in  the  highest 
degree,  if  not  positively  essential,  that  before  he  leaves  the  United 
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States  he  should  have  the  best  possible  paper  acquaintance  with 
the  personnel  of  the  field  which  he  proposes  to  cultivate.  He 
should  have,  and  he  will  find  it  comparatively  easy  to  secure,  a 
pretty  good  list  of  all  the  people  of  any  importance  engaged  in 
the  line  of  business  which  interests  him  in  each  city  that  he 
intends  to  visit.  He  should  know  something  about  the  compar- 
ative importance  of  these  various  prospects  and  he  should  have 
made  up  his  mind  which  ones  among  them  seem  to  be  most  de- 
sirable as  customers  or  agents,  that  is,  those  with  whom  he  expects 
to  work  especially  hard.  True,  on  arrival  in  a  strange  field  and 
looking  over  the  trade,  the  traveler  may  revise  his  ideas  in  these 
regards,  but  to  go  to  a  field  without  having  any  idea  even  as  to 
the  names  of  the  business  houses  established  there  is  certainly 
supremely  ridiculous,  involving  regrettable  loss  of  time.^ 

MAPPma  ROUTES 

When  a  traveling  man  sets  out  to  visit  certain  foreign  markets 
for  the  purpose  of  developing  trade  there,  he  should  usually  make 
up  his  mind  to  spend  as  much  time  in  each  market  as  circum- 
stances seem  to  require.  Having  undertaken  the  initial  expenses 
to  reach  a  market  it  is  usually  the  best  policy  to  stay  there  as 
long  as  seems  necessary  in  order  to  get  the  utmost  possible  out  of 
it,  rather  than  to  cut  one's  visit  short  in  order  to  carry  out 
some  pre-arranged  itinerary,  possibly  leaving  behind  one  better 
opportunities  than  markets  farther  on  can  offer.  Of  course,  the 
traveler  must  make  up  some  sort  of  a  schedule  before  he  starts 
on  his  trip,  but  the  time  allowance  must  be  elastic  as  well  as  lib- 
eral.   Departure  and  arrival  of  steamers  are  often  variable 

1  ProfeBBor  Cherington,  of  the  Harvard  Graduate  School  of  Business  Ad- 
ministration, telling  of  the  operations  of  a  successful  American  salesman 
in  Latin  America,  writes:  ''What  did  this  observing  exception  to  so  many 
rules  do  about  the  moot  question  of  credits?  Did  he  pick  up  anybody  with 
a  sign  over  his  door  and  tell  him  to  take  all  the  goods  he  would  and  pay 
for  them  in  notes  maturing  at  six-year  intervals,  just  for  the  sake  of  get- 
ting trade  started?  He  did  not.  In  his  crude,  untutored  way  he  found 
out  who  was  doing  the  trade  in  the  lines  he  carried ;  from  these  he  chose 
the  ones  to  whom  he  wanted  to  sell  and  then  he  looked  into  their  financial 
standing  before  they  knew  he  was  on  earth.  Then  when  he  sold  them  goods 
he  already  knew  they  could  pay  for  them  in  90  days  as  well  as  in  90  years 
and  he  never  varied  his  terms.''  A  good  deal  of  information  of  this  sort 
and  a  tentative  selection  of  customers  can  be  made  before  ever  the  traveling 
man  sets  sail  from  the  United  States. 
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dates.  Excepting  in  a  few  of  the  hig  express  passenger  lines, 
many  steamers  which  the  traveler  must  employ  in  various  parts 
of  the  world  come  and  go  at  their  own  sweet  will,  which  means 
as  cargo  demands  at  sundry  ports  make  to  their  advantage.  It 
is  quite  possible  on  account  of  the  vagaries  of  some  steamship 
sailings  for  one  to  miss  anticipated  connections  and  be  held  up 
unexpectedly  for  a  week  or  two  weeks  awaiting  other  opportuni- 
ties of  sailing  to  new  markets.  On  this  account,  too,  changes  in 
the  traveler's  itinerary  as  first  planned  are  often  required. 

The  foreign  traveling  man's  principals  cannot  hold  him  down 
to  a  day  by  day  schedule,  as  very  likely  they  do  their  domestic 
salesmen.  Routes  as  well  as  dates  have  to  be  changed  by  the 
salesman  on  his  own  responsibility,  as  circumstances  or  local  con- 
ditions encountered  seem  to  him  to  make  desirable  if  not  un- 
avoidable, sometimes  by  quarantine,  for  example.  Places  which 
on  the  map  look  close  to  other  points  which  the  foreign  traveler 
is  to  visit  may  actually  involve  five  or  ten  days'  travel.  Islands 
in  the  West  Indies,  for  example,  which  seem  to  lie  close  to- 
gether may  yet  be  as  widely  separated  as  New  York  and  Liver- 
pool so  far  as  means  of  communication  are  concerned. 

LIFE  ABROAD  "ON  THE  ROAD" 

In  every  aspect  of  his  life  abroad  the  traveling  salesman  will 
find  striking  variations  from  his  home  experiences.  From  rail- 
way cars  to  hours  for  doing  business — almost  everything  will  be 
new  and  strange  to  the  American  who  finds  himself  abroad  for 
the  first  time.  Moreover,  the  life  of  the  traveling  salesman 
abroad  will  differ  in  some  notable  respects  from  the  routine  of 
the  pleasure  tourist.  Again,  practice  and  routine  in  one  coun- 
try are  no  guide  to  what  may  be  expected  in  another,  even  in  a 
closely  neighboring  country.  Here  once  more  we  are  impressed 
with  the  necessity  of  versatility  and  adaptability  in  the  foreign 
traveling  man.  In  some  foreign  markets  he  will  visit  he  will  find 
it  possible  to  '* hustle,"  though  seldom  if  ever  to  the  extent  which 
his  American  training  inclines  him  to  attempt.  On  the  other 
hand,  whether  he  wishes  to  do  so  or  not,  he  will  find  it  unavoid- 
able to  take  life  easy  in  the  tropics.  There  he  cannot  hustle  no 
matter  how  much  he  wishes  to,  nor  would  it  be  desirable  for  him 
to  try,  for  he  would  quickly  wear  himself  out.    The  man  who 
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has  never  traveled  abroad  will  find  valuable  preliminary  infor- 
mation in  Baedeker's  and  other  guide  books.  The  following 
supplementary  hints  may  be  added. 

Foreign  Monetary  Systems.— It  is  important  the  traveling 
man  should  study  in  each  market  the  ruling  rates  of  foreign  ex- 
change, their  fluctuations  and  the  monetary  situation  in  general. 
He  must  know  something  about  these  things  for  his  own  protec- 
tion in  exchanging  the  money  of  one  country  for  the  money  of 
another,  but  he  should  be  well  posted  regarding  international 
exchanges,  the  gold  premium,  rates  on  paper,  and  in  general  re- 
gard to  financial  matters,  to  be  able  to  discuss  these  questions 
intelligently  with  his  customers  to  whom  they  are  matters  of 
daily  and  most  intense  interest. 

Baggage. — Of  course,  the  traveler  who  carries  large  collec- 
tions of  samples  cannot  avoid  the  use  of  trunks,  but  he  must  be 
prepared  to  denounce  them  rather  frequently  as  **an  infernal 
nuisance,'*  and  his  patience  will  often  be  sorely  tried  by  vexa- 
tious delays  and  red  tape  to  which  he  will  in  consequence  be  sub- 
jected. The  rule  is  to  carry  small  hand  bags,  even  if  many  of 
them  are  necessary.  In  many  countries  there  is  absolutely  no 
free  allowance  for  luggage,  in  other  countries  the  allowance  is 
very  limited,  and  in  addition  there  are  in  general  few  facilities 
for  handling  big  or  heavy  luggage.  Trunks  prepared  for  for- 
eign traveling  should  never  be  the  large,  heavy  cases  that  Amer- 
ican traveling  men  use  at  home.  Lightness  and  ease  in  handling 
are  highly  desirable.  With  only  rare  exceptions,  the  American 
traveling  man  should  patronize  the  first  class  accommodations  on 
railways  as  well  as  steamers. 

Sample  Booms. — The  traveling  man  who  carries  samples  in 
Europe  will  usually  have  to  patronize  special  hotels,  that  is  com- 
mercial houses,  rather  than  the  hotels  frequented  by  tourists. 
The  latter  rarely  have  any  sample  rooms  or  as  the  English  call 
them  ''stock  rooms."  Some  of  them  refuse  to  receive  ** com- 
mercial men."  Indeed,  in  other  parts  of  the  world,  in  many 
cases  throughout  Latin  America  as  well  as  in  the  Orient,  Aus- 
tralia and  South  Africa,  the  traveler  must  hire  special  sample 
rooms  outside  of  hotels  or  sometimes  lease  a  small  shop  that  may 
chance  to  be  vacant. 

Hours  of  Business. — As  a  rule  office  hours  in  foreign  business 
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establishments  are  longer  than  those  customary  in  the  United 
States,  beginning  earlier  in  the  morning  and  ending  later  in  the 
evening.  There  are  almost  invariably,  however,  interruptions 
to  the  business  day  which  we  do  not  tolerate  in  our  more  strenu- 
ous life.  In  England  and  the  British  Colonies  everywhere  office 
routine  is  interrupted  by  the  serving  of  afternoon  tea  at  four  or 
five  o'clock  and  the  American  visitor  will  at  first  be  quite  non- 
plussed by  finding  his  customer  putting  aside  business  at  such 
an  hour,  sipping  his  tea  and  eating  his  toast  or  cakes  while  he 
gossips  of  anything  else  than  business  for  half  an  hour  or  so. 
In  the  Germanic  countries  the  day  is  broken  up  by  several  meals, 
almost  always  by  coflfee  at  nine,  by  dinner  at  eleven  or  twelve 
and  by  ** cakes"  at  four  or  four-thirty. 

In  southern  Europe  and  in  many  parts  of  Latin  America  the 
noon  recess  lasts  from  eleven  or  twelve  o'clock  in  the  morning 
until  two  or  three  o'clock  in  the  afternoon  and  in  many  hot 
countries  advantage  is  taken  of  the  cool  hours  of  the  morning 
to  start  business  as  early  as  six  o'clock,  and,  to  compensate  for 
the  time  taken  from  business  during  the  hot  midday  hours, 
work  is  extended  until  eight  or  nine  o'clock  in  the  evening.  On 
the  other  hand,  peculiar  local  customs  exist  at  some  points,  as 
for  example  in  Jamaica  where  all  business  houses  are  tightly 
closed  at  four  o'clock  in  the  afternoon.  As  a  rule  the  Saturday 
half-holiday,  almost  universal  in  the  United  States  and  usual 
also  in  Great  Britain  and  in  some  British  Colonies,  has  not  been 
adopted  to  anything  like  the  same  extent  in  other  countries.  In 
New  Zealand  cities  have  local  option  in  this  respect — ^Wednesday, 
or  some  other  day,  is  a  half -holiday  instead  of  Saturday  in  some 
of  them. 

It  is  usually  possible  for  the  traveling  man  to  call  on  his  cus- 
tomers much  earlier  in  the  day  than  he  would  think  advisable  in 
the  United  States.  In  England  he  will  probably  follow  much 
the  same  rules  as  here  at  home,  but  elsewhere  a  nine  o'clock  call 
will  be  preferred  to  one  from  eleven  to  twelve.  In  fact,  the 
morning  hours  are  those  most  desirable  for  office  or  shop  visits 
and  advantage  can  be  taken  of  the  afternoon  hours  for  cafe  and 
club  conferences  with  business  acquaintances  and  friends. 

Custom  Houses. — Common  politeness  coupled  with  an  inex- 
haustible supply  of  patience  will  usually  see  the  traveling  man 
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comfortably  through  almost  any  foreign  custom  house.  It  is 
rarely  that  a  man  who  takes  the  right  attitude  toward  officials 
experiences  any  difficulty  whatever.  However,  this  is  one  of 
the  annoyances  inseparable  from  foreign  traveling.  At  each 
frontier  that  is  crossed  there  is  the  inevitable  custom  house  with 
its  routine  and  formalities  which  have  to  be  complied  with. 
The  traveling  man  who  carries  samples  will  need  all  the  tact  and 
tolerance  he  can  command.  If,  however,  he  has  not  a  large  col- 
lection of  samples  or  only  a  few  articles  which  may  pass  as 
ordinary  tourist's  luggage,  then  he  may  manage  almost  anywhere 
with  little  difficulty  or  delay.  There  are  few  if  any  custom 
houses  of  any  country  of  the  world  where  the  inquisition  prac- 
ticed in  American  custom  houses  is  even  remotely  approximated, 
except  in  times  of  war.  It  should  be  noted,  however,  that  in 
some  countries  the  typewriter  or  the  photographic  camera  which 
the  salesman  may  be  carrying  will  be  taxed,  and  always  there  is 
trouble  if  a  large  quantity  of  tobacco  or  cigars  is  included  in  the 
traveler's  baggage. 

Approximate  Average  Expenses.— If  one  were  to  attempt  a 
guess  at  what  may  be  the  general  average  expenses  of  a  foreign 
traveling  man  in  the  course  of  an  extended  trip,  say  of  not  less 
than  four  months*  duration,  it  would  probably  be  from  $20  to 
$25  a  day  from  New  York  back  to  New  York,  including  steam- 
ship fares  and  everything  else.  Such  an  allowance  is  ample  for 
the  ordinary  traveler  who  does  not  carry  samples,  or  have  many 
and  costly  cablegrams  to  send,  and  would  cover  a  trip  around 
the  world  as  well  as  a  trip  to  the  West  Indies.  Everything, 
however,  depends  upon  the  individual  and  the  errand  on  which 
he  is  bound.  If  the  traveler  has  to  do  a  great  deal  of  entertain- 
ing, particularly  if  that  entertaining  is  of  prospects  of  high 
position,  demanding  every  available  luxury,  then  his  expenses 
will  be  correspondingly  larger  than  a  more  modest  man's.  The 
traveler  who  carries  an  assortment  of  ten  or  twelve  trunks  full 
of  samples  will  be  subjected  to  greatly  increased  expense  which 
will  often  include  the  payment  of  heavy  duties  on  these  samples 
in  each  country  that  he  visits  and  even  the  employment  of  serv- 
ants to  pack,  unpack  and  handle  the  samples.  In  India  and 
throughout  the  Far  East  it  is  a  customary  thing  to  carry  with 
one  a  native  personal  servant.    His  cost  is  insignificant. 
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DUTIES  ON  SAMPLES 

How  to  maneuver  his  samples  through  foreign  custom  houses 
is  always  a  serious  and  perplexing  problem  which  each  traveling 
man  will  have  to  solve  for  himself.  It  may  be  remarked  in  the 
first  place  that  if  the  traveler  takes  samples  away  from  the 
United  States  with  the  expectation  of  bringing  them  back  again 
into  this  country  it  will  be  well  for  him  to  secure  some  proof  of 
their  American  origin  and  exportation  from  one  of  our  ports. 
If  his  sample  trunks  are  taken  as  passenger's  baggage  by  the 
same  steamship  by  which  the  traveler  himself  sails ;  then  certifi- 
cates to  this  effect  with  name  of  steamer  and  eailing  date  may 
be  obtained,  while  if  the  trunks  are  shipped  as  freight,  then  it  is 
possible  to  have  a  duplicate  of  the  bill  of  lading  and  the  goods 
will  have  been  cleared  at  the  custom  house  in  the  usual  fashion. 
If  some  such  evidence  of  actual  shipment  of  the  samples  out  of 
the  United  States  is  not  in  the  traveler's  hands  or  available  when 
he  returns  to  this  country,  he  may  experience  some  delay  if  not 
annoying  cross  examination  by  our  custom  house  officials  before 
they  will  allow  samples  of  American  goods  free  entry  to  their 
own  home. 

Foreign  Duties  Must  Be  Paid.— It  may  sometimes  be  possible 
for  a  traveling  man  to  pass  one  or  two  samples  of  apparently 
insignificant  value  or  importance  through  the  custom  houses  of 
the  various  countries  he  visits  without  trouble  or  expense.  If, 
however,  he  has  with  him  a  sufficient  quantity  of  samples  to  be 
noticeable,  then  he  will  find  in  each  and  every  instance  that  he 
must  make  some  arrangements  with  the  several  custom  houses 
for  the  duties  which  will  be  assessed  on  these  samples.  Of 
course,  this  applies  to  samples  which  have  any  value  whatsoever. 
Possibly  small  cuttings  of  cotton  textiles,  for  example,  if  not  of 
sufficient  size  to  have  any  marketable  value,  even  the  smallest, 
might  be  exempt,  but  even  this  would  be  doubtful  in  many  coun- 
tries. As  has  already  been  suggested,  the  traveling  man  should 
be  provided  with  accurate  invoices  covering  all  the  samples  in 
his  collection  with  exact  weights  and  any  other  details  that  will 
be  of  assistance  in  facilitating  custom  house  operations.  Pos- 
sibly in  some  instances  he  might  be  able  to  pass  samples  on  such 
statements  without  actually  undergoing  an  examination.    In- 
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voices,  when  carried,  should  be  so  arranged  that  specimen  sam- 
ples picked  out  at  random  by  custom  house  ofScials  as  a  test 
can  be  immediately  identified  from  the  invoice. 

Duties,  when  assessed,  as  they  will  almost  invariably  be,  must 
be  paid  in  cash,  or  a  bond  may  be  arranged  to  cover  the  amount 
of  duties  pending  re-export  from  the  country  when  the  traveling 
man  leaves  for  fresh  fields.  Again,  duties  paid  in  cash  may  be 
refunded  in  many  countries,  in  whole  or  less  a  small  discount, 
when  the  traveler  takes  the  goods  away  with  him.  Such  ar- 
rangements, however,  almost  always  involve  the  mutilation  of 
the  samples,  either  with  the  express  purpose  of  preventing  their 
sale,  or  with  the  nominal  purpose  of  identifying  them  for  ex- 
amination when  refund  of  duties  is  claimed.  Holes  may  be 
punched  in  them,  seals  affixed,  rubber  stamps  impressed,  and 
the  traveler  who  attempts  thus  to  get  back  the  money  paid  for 
duties  in  several  countries  is  apt  to  wind  up  with  a  lot  of  sam- 
ples curiously  decorated  which  are  no  longer  most  effective  as 
tools  for  getting  orders. 

How  Duties  May  Be  Recouped. — ^When  an  effort  is  decided 
upon  to  obtain  the  refund  of  duties  paid  on  samples,  suitable 
certificates  will,  of  course,  be  demanded  in  the  first  instance, 
which  must  be  surrendered  when  the  goods  are  re-exported. 
Notice  in  advance  of  date  of  re-exportation  must  be  given  and 
possibly  two  or  three  days  wasted  on  this  account.  Similar  de- 
lay and  annoyance  may  be  involved  in  case  it  is  desired  to  have 
a  bond  covering  the  duties  canceled.  On  this  and  on  other  ac- 
counts many  foreign  traveling  men  prefer  simply  to  pay  the 
duties  that  are  demanded  and  forget  all  about  them. 

Others,  however,  plan  to  sell  their  samples  in  each  market  they 
visit,  having  fresh  assortments  sent  in  advance  to  each  new  suc- 
ceeding market  which  it  is  planned  to  visit.  Thus,  the  travel- 
ing man  taking  his  samples  into  Brazil  will  pay  duties  in  the 
usual  course,  use  the  samples  for  soliciting  orders  and,  when  he 
is  finished  with  the  Brazilian  market,  dispose  of  them  for  the 
best  prices  he  can  obtain  and  go  on  unincumbered  to  Argentina, 
perhaps,  where  he  will  find  awaiting  him  a  shipment  of  duplicate 
samples  from  his  factory.  In  Argentina  a  similar  course  will 
be  pursued  as  in  any  other  markets  afterward  to  be  drummed. 
Obviously,  careful  calculation  must  be  made  by  the  factory  in 
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order  to  ensure  getting  fresh  supplies  of  samples  into  the  sales- 
man's hands  at  about  the  time  that  he  expects  to  arrive  in  each 
new  market.  A  delay  of  two  or  three  weeks  while  the  salesman 
is  awaiting  samples,  or  clearing  them  at  custom  house,  may  be 
rather  expensive.  On  the  other  hand,  if  the  samples  are  sent 
far  in  advance  there  may  be  considerable  charges  for  storage  ac- 
cumulating. In  every  such  case  care  must,  of  course,  be  taken 
that  the  traveling  man  be  put  in  possession  of  bills  of  lading, 
invoices  and  other  documents  necessary  to  enable  him  promptly 
to  get  possession  of  the  goods  and  have  them  cleared  through  the 
custom  house. 

SALESBIEN'S  LICENSES 

In  visiting  a  good  many  foreign  countries  the  inexperienced 
traveler  will  be  unpleasantly  surprised,  if  he  has  not  prepared 
himself  in  advance,  at  being  confronted  with  the  requirement 
of  securing  a  license  before  he  is  permitted  to  do  business.  He 
will  be  even  more  annoyed  in  some  countries  by  the  amount  of 
the  fee  demanded  of  him  for  the  privilege  of  soliciting  orders. 
The  principle  involved  in  the-  requirement  for  licenses  is,  nomi- 
nally, the  protection  of  local  salesmen.  They  are  supposed  to 
be  primarily  intended  to  apply  to  the  non-resident  traveler  who 
expects  to  solicit  business  in  competition  with  local  agents,  that 
is,  from  the  small  retail  trade  or  as  house-to-house  peddlers. 

What  Are  Licenses? — ^Licenses  are  not  intended  in  principle 
to  apply  to  the  foreign  traveling  man  who  comes  to  introduce 
foreign  made  goods  to  wholesale  houses  and  thus  stimulate  the 
business  of  such  local  merchants  and  their  native  representa- 
tives. At  least,  the  foreign  traveling  man  may  thus  argue  to 
himself  in  his  effort  to  escape  the  necessity  of  paying  a  lot  of 
money  for  the  licenses  that  are  demanded.  Such  licenses  are 
the  rule  rather  than  the  exception  in  all  European  countries  but 
almost  always  apply  to  the  house-to-house  peddler  only  and 
rarely  is  any  effort  made  to  impose  them  on  the  foreign  com- 
mercial traveler  of  the  description  we  are  now  contemplating. 

Where  Licenses  Are  Necessary. — The  very  real  necessity  for 
meeting  license  requirements  cannot  be  avoided,  however,  when 
the  salesmen  visit  South  Africa,  New  Zealand,*  and  almost  every 

iln  New  Zealand  a  trayeling  salesman  must  deposit  £10  on  arrival  as 
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Latin  American  republic.  The  only  countries  in  all  Latin 
America  where  no  taxes  are  imposed  on  commercial  travelers 
are  Cuba,  Honduras,  Nicaragua  and  Venezuela.  The  head  of  a 
house  or  a  partner  in  an  establishment  going  to  a  foreign  market 
only  to  visit  one  or  two  established  customers  may  in  some  in- 
stances be  classified  as  a  commercial  traveler  and  may  run  the 
risk  of  a  fine  if  it  is  discovered  that  he  does  not  possess  the  neces- 
sary license.  Costs  may  range  as  high  as  several  thousand 
dollars  in  covering  the  different  states  and  municipalities  of  a 
single  country.  Clearly  enough,  therefore,  this  expense  is  to  be 
avoided  if  in  any  honorable  way  possible. 

To  Pay  or  not  to  Pay. — ^Usually  the  foreign  traveling  sales- 
man does  not  expect  to  carry  on  a  house-to-house  canvass  in  the 
market  which  he  is  visiting  and  hence  is  justified  in  feeling  that 
he  is  not  properly  subject  to  the  license  tax.  Unless,  however, 
he  has  made  adequate  arrangements  for  evading  this  liability 
he  may  find  himself  in  no  end  of  trouble.  Fines  which  are  im- 
posed upon  detection  of  efforts  to  dodge  these  taxes  are  often 
very  severe  in  some  countries,  particularly  in  Latin  America. 
Half  or  more  of  the  fine  that  is  imposed  is  given  as  a  reward  to 
informers.  Instances  have  been  known  where  a  customer,  after 
placing  a  legitimate  order  with  a  salesman,  has  then  proceeded 
to  the  police  and  laid  information  against  the  salesman.  In 
some  South  American  countries  spies  are  common  among  por- 
ters and  loafers  around  hotels. 

The  traveling  man  who  arrives  with  a  large  collection  of  sam- 
ples in  a  country  where  licenses  are  required,  is  identified  as  a 
salesman  by  the  very  existence  of  those  samples.  It  may  happen 
in  some  cases  that  the  traveling  man  will  believe  it  desirable  to 
secure  local  licenses  in  every  market  he  visits,  either  because  of 
the  nature  of  the  business  which  he  expects  to  do,  or  because  it 
is  only  by  thus  establishing  his  identity  that  he  obtains  a  legal 
standing  in  court  and  can  in  consequence  enforce  the  fulfilment 
of  contracts  or  the  payment  of  indebtedness  by  process  of  law. 
In  by  far  the  greater  number  of  cases,  however,  it  is  the  sales- 
man's effort  to  escape  the  payment  of  this  sort  of  taxes. 

guaranty  for  payment  of  revenue  tax  on  profits.  When  he  leaves  the  Do- 
minion he  may  render  an  account  of  sales  and  profits  or  commissions  and 
any  balance  due  him  will  be  refunded,  or  additional  tax  levied. 
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How  to  Escape  Licenses. — Usually  this  is  accomplished  by 
working  in  conjunction  with  some  well  established  local  house 
which  has  already  secured  the  licenses  under  which  its  repre- 
sentatives work  in  the  local  markets.  If  the  traveler  who  visits 
a  market  for  the  first  time  has  no  established  customers  there,  or 
no  customers  occupying  the  position  .of  agents  or  wholesalers, 
then  the  question  arises  as  to  what  connections  he  can  make  of 
the  proper  description  which  will  give  him  the  necessary  pro- 
tection. Here  is  one  advantage  in  the  right  sort  of  letters  of 
introduction  which  the  traveling  man  may  carry  with  him.  In- 
fluential letters  to  well  known  and  thoroughly  well-established 
agents  or  merchants  will  be  exceedingly  helpful  on  his  first 
arrival,  even  if  after  discussion  of  business  it  is  mutually  deter- 
mined that  permanent  business  relations  shall  not  follow.  In 
these  cases  the  visiting  salesman  is  technically  regarded  as  an 
employee  of  the  local  firm  with  which  he  is  working  and  is  thus 
exempt  from  taxation. 

Some  traveling  men,  preferring  not  to  be  betrayed  by  a  sample 
collection,  ship  their  trunks  as  freight  under  regular  bill  of  lad- 
ing by  the  same  steamers  by  which  they  themselves  travel  as 
ordinary  tourists.  On  arrival  at  port  of  destination  the  samples 
are  left  in  the  custom  house  along  with  the  other  cargo  of  the 
vessel  until  the  market  has  been  looked  over  and  at  least  tenta- 
tive arrangements  made  with  a  seemingly  desirable  connection 
for  the  development  together  of  local  opportunities,  always  of 
course  under  licenses  in  the  possession  of  such  local  connections. 
In  soine  Latin  American  countries  this  may  involve  costly  de- 
lay. Samples  thus  shipped  as  freight  may  be  consigned  simply 
"to  order''  and  the  bill  of  lading  carried  by  the  salesman,  or 
they  may  be  shipped  to  some  reliable  custom  house  agent  who 
will  take  care  of  them  and  look  after  the  necessary  formalities 
while  the  salesman  himself  is  making  arrangements  for  repre- 
sentation. Many  salesmen,  however,  pay  no  attention  to  diffi- 
culties that  may  follow,  take  their  samples  along  as  personal  bag- 
gage and  simply  leave  them  in  the  custom  house  while  they  pro- 
ceed at  their  leisure  to  make  their  local  arrangements.  Actual 
experience  can  only  determine  what  is  each  salesman's  best 
policy. 
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CHAPTER  VII 

ADVEBTISma  TO  GET  EXPORT  TRADE 

The  Modem  Export  Trade  Paper  and  Its  Service  Department — 
Sundry  Export  Advertising  Propositions  and  Special  Export 
Editions — Local  Advertising  in  Foreign  Markets — The  Best 
Copy  for  Export  Announcements — Advertising  -  for  General 
Publicity  and  Prestige  Abroad — Results  from  Export  Adver- 
tising— Comment  and  Advice  as  to  Export  Catalogues. 

PRINCIPLES  of  the  desirability  and  value  of  advertising 
are  too  well  established  in  the  United  States  to  require 
discussion.  The  man  interested  in  foreign  markets  will 
do  well,  however,  to  note  the  fact  that  it  is  our  American  prac- 
tices which  set  the  pace  in  every  other  land.  It  is  American 
example  and  American  technique  in  advertising  which  are 
looked  up  to  in  foreign  countries.  It  is  our  models  which  are 
admired  and  accepted  by  all  the  world.  Advertising  to  get  ex- 
port trade  differs  from  no  other  in  the  general  acceptance  of  the 
principles  involved.  As  a  writer  dealing  with  export  advertis- 
ing in  **0fi8ce  Appliances"  expressed  it  not  long  ago:  **This  is 
practically  the  only  method  for  reaching  the  foreign  buyer 
direct  at  relatively  small  expense  and  it  has  been  the  means  by 
which  nearly  every  American  manufacturer  now  exporting  on 
a  large  scale  made  his  first  beginning.  A  few  houses  have  occa- 
sionally advertised  in  foreign  class  publications  with  benefit,  but 
the  great  majority  employ  one  or  all  of  the  export  journals  pub- 
lished in  the  United  States."  Of  all  the  means  available  for 
carrying  the  manufacturer's  message  to  foreign  prospects,  it  is 
the  export  trade  paper,  therefore,  which  requires  our  first  con- 
sideration. 

ADVERTISING  IN  THE  EXPORT  TRADE  PAPER 

The  export  trade  paper  is  by  no  means  a  new  thing  or  an 
American  idea.    Similar  media  exist  and  are  favorite  forms  of 
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advertising  in  most  of  the  European  manufacturing  countries. 
They  have  existed  in  the  United  States  for  forty  years  and 
more  and  there  is  no  mean  number  of  American  manufacturers 
who  have  used  their  columns  for  publicity  purposes  continuously 
for  from  ten  to  thirty  years  past.  Although  similar  papers  exist 
in  Europe,  yet  nowhere  else  has  this  kind  of  publication  been 
developed  as  in  the  United  States. 

What  Is  the  Export  Trade  Paper?— Popularly  classed  to- 
gether, there  is  a  variety  of  publications  listed  under  this  head 
which  ought  to  be  distinguished  in  the  minds  of  intending  ad- 
vertisers. There  is  the  trade  paper  appealing  to  importers  and 
merchants  dealing  in  foreign  goods  in  other  countries,  and  there 
are  class  and  popular  journals.  Take  as  examples  of  the  latter : 
papers  devoted  to  agriculture;  to  women's  interests  and  to  the 
home ;  to  general  news ;  and  add  the  house  organs  of  some  Amer* 
ican  export  commission  houses.  The  man  studying  this  ques- 
tion, even  if  he  cannot  understand  the  languages  in  which  some 
of  these  papers  are  printed,  can  form  an  adequate  idea  of  their 
province  and  of  the  fields  covered  by  a  consideration  of  the 
character  of  articles  and  illustrations  which  are  published. 
Such  a  consideration  ought  to  dictate  the  class  bf  advertise- 
ments or  the  kind  of  copy  which  legitimately  should  be  carried 
by  a  particular  journal. 

Intended  Exclusively  for  Foreign  Readers.— All  of  the  pa- 
pers in  question  are,  or  should  be,  solely  intended  for  foreign 
circulation,  not  for  circulation  in  the  United  States.  None  of 
them  have  any  considerable  number  of  paid  subscribers  in  this 
country ;  none  of  them  have  any  sale  on  the  news  stands ;  most 
of  them  are  known  to  American  manufacturers  chiefly  through 
appeals  for  advertising.  It  may  very  likely  be  largely  due  to 
this  fact  that,  in  years  gone  by,  a  certain  suspicion  was  gen- 
erally prevalent  as  to  the  genuine  character  even  of  the  best  of 
the  trade  papers  devoted  to  building  up  American  export  busi- 
ness. Doubtless  the  last  remnants  of  such  suspicion  were  long 
ago  outlived. 

In  any  case,  the  modem  export  trade  paper  is  a  thing  apart 
from  well-known  trade  papers  which  rank  as  authorities  in  their 
several  branches  of  industry  in  the  United  States.  Even  when 
published  in  the  English  language  it  contains,  or  need  contain, 
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nothing  of  special  interest  to  Americans.  Its  purpose  is  an 
appeal  to  buyers  of  American  goods  in  foreign  countries.  There 
may  be  a  section  which  is  not  included  in  copies  of  the  paper 
sent  to  foreign  countries  but  is  intended  for  the  advice,  criti- 
cism, information,  and  general  help  of  American  manufacturers 
who  are  interested  in  the  export  trade.  This  is  in  the  nature 
of  a  supplement  and  does  not  enter  into  the  foreign  advertising 
problem.  The  influence  and  the  power  of  the  export  trade 
paper  as  an  advertising  medium  lies  in  its  circulation  among 
buyers  of  goods  in  foreign  countries. 

The  export  trade  paper  may  be  published  only  in  the  Spanish 
language ;  or  in  English  and  Spanish,  in  separate  editions ;  with 
editions  in  Spanish  and  in  Portuguese;  or,  in  the  case  of  the 
American  Exporter,  with  separate  editions  in  English,  Spanish, 
French  and  Portuguese. 

Character  and  Appeal. — The  function  of  the  American  ex- 
port trade  journal  is  to  promote  the  interests  of  American 
exporting  manufacturers  and  merchants  of  all  trades.  Editori- 
ally it  is  designed  to  place  before  importers  ajtid  business  houses 
in  all  parts  of  the  world  not  only  American  novelties  and  im- 
provements ih  goods,  machinery  and  processes,  but  also  develop- 
ments and  progress  in  American  commercial  practice  and 
American  life  generally,  in  their  true  and  best  aspects.  To  an 
appreciable  extent  the  export  paper  has  also  a  National  as  well 
as  International  duty  to  perform,  correcting  false  impressions 
abroad  as  to  American  policies  and  politics,  too  frequently  in- 
spired by  brief  and  sensational  press  cablegrams.  How  impor- 
tant a  service  this  may  be  will  be  realized  from  a  consideration 
of  problems  presented  by  the  American  attitude  toward  Mexico, 
Haiti,  Santo  Domingo  and  many  growing  out  of  the  European 
War. 

It  follows  as  a  matter  of  course  that  such  a  paper  is  general 
in  character,  having  a  broader  appeal  than  a  trade  journal  de- 
voted exclusively  to  one  branch  of  industry.  From  the  adver- 
tising standpoint  manufacturers  use  it  to  reach  directly  the 
attention  of  importers  and  large  buyers  of  American  goods  in 
foreign  markets. 

This  class  includes  not  only  those  houses  which  are  called 
"general  importers''  but  also  large  retailers  and  even  some  im- 
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portant  consumers  such  as  railways,  mines,  plantations,  indus- 
trial and  construction  companies — who  may  buy  for  themselves 
or  in  any  case  exercise  a  pronounced  influence  on  the  buying  of 
goods  from  this  country. 

General  importers  in  many  markets  play  a  relatively  more 
important  part  in  trade  distribution  than  do  jobbers  in  this 
country.  This  happens  because,  among  other  reasons,  many  re- 
tailers are  not  familiar  with  and  prefer  to  avoid  the  technicali- 
ties of  import  procedure,  the  intricate  diplomacy  sometimes 
necessary  in  getting  goods  through  the  customs,  the  problems 
of  ocean  freights  and  foreign  currencies,  exchange,  finance,  etc. 
Again,  in  some  countries  the  whole  trade  of  the  interior  is  vir- 
tually in  the  hands  of  general  importers  or  wholesale  dealers  at 
the  principal  ports  of  entry  because  of  inadequate,  slow  or  costly 
means  of  communication  and  because  of  credit  terms  locally  de- 
manded by  country  merchants. 

But  the  general  importer  or  wholesale  merchant  is  not  the 
whole  story.  He  may  buy  certain  goods  and  carry  large  stocks 
of  them;  at  the  same  time  he  is  constantly  executing  *' indents" 
for  his  retail  and  large  consumer  customers,  i.e.,  he  is  ready  at 
any  time  to  import  any  goods  whatever  which  his  customers  may 
desire  and  for  which  they  will  give  him  an  import  order  (then 
called  an  ** indent")  whether  or  not  he,  the  importer,  ever  before 
dealt  in  those  or  similar  goods.  The  necessity  for  the  general 
character  as  well  as  distribution  of  the  export  paper  follows. 
Even  though  the  advice  given  by  the  paper  to  its  advertisers  may 
be  to  restrict  their  direct  business,  as  a  rule,  to  the  larger  houses, 
the  importers  and  wholesalers,  yet  the  bujring  of  those  houses  will 
be  perceptibly  influenced  both  by  their  own  reading  of  export- 
ers' announcements  and  by  demands  made  on  them,  provoked 
by  the  same  cause,  by  retailers  and  large  consumers  like  indus- 
trial companies  and  contractors. 

The  importance  of  those  large  houses,  which  are  in  a  general 
way  called  *' General  Importers,"  is  not  always  appreciated. 
As  an  illustration,  take  the  most  prominent  and  the  richest  im- 
porting house  in  the  principal  market  of  all  Latin  America. 
The  house  in  question  import?,  annually,  millions  of  dollars'' 
worth  of  such  diverse  articles  among  others  as  lumber,  agricul- 
tural machinery,  gasoline  engines,  cement  and  building  mate- 
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rials,  cutlery,  hardware,  carriages,  wagons,  saddlery,  office 
desks,  paper  and  stationery.  Obviously,  therefore,  the  export 
trade  paper  devoted  to  all  sorts  of  American  goods  which  may 
find  profitable  markets  in  foreign  countries  plays  an  important 
part  in  trade  development. 

Appeal  of  American  Novelties. — There  is  another  reason  for 
the  appeal  which  the  American  export  trade  paper  undoubtedly 
makes,  and  that  is  the  continuing  novelty  of  American  goods  in 
all  parts  of  the  world.  In  the  experience  of  any  man  who  has 
ever  traveled  widely  in  foreign  countries,  he  has  encountered, 
times  without  number,  the  buyer  who  asks,  **What  is  there  new 
in  America?  Can't  you  tell  us  about  some  novelty  T'  Because 
all  the  world  has  for  years  looked  to  the  United  States  as  the 
source  of  novelties,  because  all  the  world  thoroughly  understands 
that  our  present  position  in  commerce  is  due  to  the  inventiveness 
of  the  American  mind,  to  our  progressiveness  and  our  adapt- 
ability and  versatility,  it  is  on  these  accounts  that  every  scrap 
of  information  about  new  American  goods  is  at  least  eagerly 
scrutinized  by  shrewd  foreign  buyers  on  the  keen  lookout  for 
new  opportunities  and  new  ways  of  making  money.  This  state- 
ment indicates  some  of  the  advantages  of  a  general  trade  paper 
in  foreign  markets,  for  many  an  old  merchant  is  quite  willing 
to  add  a  new  line  to  his  established  business  if  he  can  find  one 
that  promises  exceptional  profit.  It  explains,  also,  why  the 
export  trade  paper  brings  actual  return  to  advertisers,  which 
are  unknown  and  which  cannot  be  expected  from  trade  papers 
here  at  home.  And  here  may  be  once  more  repeated — ^features 
of  novelty  and  originality  can  be  attached  to  any  line. 

The  Service  Offered  by  the  Export  Paper.— The  service  fea- 
ture to  advertisers,  included  now  by  many  publications  of  all 
sorts,  has  beyond  any  question  been  elaborated  by  the  modern 
export  trade  paper  to  a  degree  unknown  in  other  directions.  It 
is  the  aim  of  that  paper  to  offer  every  form  of  desirable  assist- 
ance to  its  advertising  clients,  in  some  departments  without 
charge,  in  others  at  first  cost.  The  service  offered  to  ad- 
vertising exporters  includes  the  translation,  from  and  into, 
any  of  the  usual  languages  of  the  world  of  correspondence 
arising  out  of  their  advertising.  It  includes,  also,  trade  lists  of 
selected  names  of  buyers  in  any  desired  branch  of  industry  in 
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the  principal  commercial  centers  in  any  country  of  the  world; 
also  the  giving  of  status  reports,  i.e.,  financial  ratings,  on  for- 
eign concerns  with  whom  prospects  of  business  develop.  In  ad- 
dition general  advice  and  assistance  is  available  regarding  satis- 
factory ways  of  promoting,  developing,  and  carrying  on  an  ex- 
port trade,  by  members  of  the  staflP  of  such  a  paper  who  have  had 
considerable  personal  experience  in  exporting  and  in  traveling 
and  doing  business  in  foreign  markets. 

The  exporter  is  thus  enabled  to  conduct  his  correspondence 
with  his  foreign  prospects  and  customers  in  the  language  pre- 
ferred by  them.  He  can  learn  who  and  what  they  are,  their 
commercial  character,  local  and  general  trade  reputation  and 
financial  ability.  He  secures  mailing  lists  not  only,  but  is  as- 
sisted in  arriving  at  an  intelligent  idea  of  conditions  in  any 
given  line  of  trade  in  the  principal  foreign  markets.  It  is  evi- 
dent, therefore,  that  patronage  of  the  columns  of  the  export 
trade  press  means  a  good  deal  more  than  mere  publicity. 

Short-Time  Advertising  Useless.— Effects  of  export  advertis- 
ing are  cumulative,  just  as  are  the  effects  of  any  advertising. 
In  the  export  field,  however,  it  is  especially  useless  to  contem- 
plate a  mere  experiment  for  a  short  time ;  for  example,  for  one 
month  or  three  months.  In  view  of  the  long  range  of  a  cam- 
paign for  business  with  foreign  countries  it  is  quite  impossible 
to  judge  of  the  actual  effect  of  publicity  of  this  sort  in  the 
course  of  three  or  four  months  only.  As  has  already  been 
pointed  out,  no  replies,  even  from  the  most  pointed  sort  of  per- 
sonal correspondence,  can  be  expected  from  such  important 
markets  as  the  Argentine  Republic  and  Australia  within  three 
months'  time.  The  first  reading  of  an  export  advertisement  is 
no  more  certain  to  bring  a  reply  than  in  the  home  trade.  The 
manufacturer,  therefore,  who  contemplates  an  advertising  cam- 
paign as  an  adjunct  to  his  efforts  to  establish  his  goods  profitably 
in  foreign  fields,  should  plan  for  an  experiment  of  not  less  than 
one  year  and  preferably  for  two  years  as  a  minimum.  The 
export  trade  paper  is  clearly  and  for  sundry  reasons  to  be  con- 
sidered as  an  advertising  medium  on  an  entirely  different  basis 
from  a  purely  domestic  trade  paper.  Moreover,  results  in  the 
way  of  actual  orders  are  not  to  be  gauged  from  returns  of  a  month 
or  three  months.    Enquiries  must  be  develop'ed  into  orders. 
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EXPOBT  ADVEBTISINO  SCHEMES 

Because  export  trade  is  still  so  new  to  many  American  manu- 
facturers who  may  think  of  advertising  for  that  trade,  alluring 
prospects  held  out  in  glittering  and  tempting  fashion  by  all 
sorts  of  schemers  continue  now,  as  for  twenty  years  past,  to 
prosper  more  or  less.  In  no  other  field  of  advertising  is  a  more 
careful  analysis  of  claims,  experience,  records,  ability  and  re- 
sponsibility necessary.  No  other  field,  perhaps,  has  been  so 
often  and  so  successfully  cultivated  by  the  faker.  W.  P. 
Wyman,  Export  Manager  of  Carter's  Ink,  says:  '*The  same 
brand  of  domestic  common  sense  that  protects  the  cash  box 
against  'blue  sky'  advertising  projects  at  home  must  be  on 
guard  against  similar  schemes  to  secure  foreign  sales  by  mystic 
methods." 

House  Organs. — The  house  organs,  only  a  few  in  number, 
maintained  usually  by  American  export  commission  houses,  are 
not  often,  if  jever,  to  be  classed  as  export  trade  papers  or,  in- 
deed, as  general  advertising  media.  They  are  issued  primarily 
as  advertisements  of  their  publishers — the  export  commission 
houses.  In  a  succeeding  chapter  we  shall  examine  the  province 
and  operations  of  the  export  commission  house.  From  that 
study  it  will  become  apparent  that  publications,  issued  by  such 
houses,  no  matter  if  they  appear  in  the  guise  of  a  trade  paper, 
appeal  chiefly  if  not  solely  to  the  special  foreign  clients  of  the 
house  issuing^  the  organ.  It  will  be  quite  clear  after  a  little 
study  that  the  goods  advertised  in  such  an  organ  are  likely  to  be 
thought,  by  any  merchant  into  whose  hands  a  copy  of  it  may 
fall,  to  be  agencies  controlled  by  the  American  house  issuing  the 
organ.  It  may  often  happen,  on  this  account,  that  such  adver- 
tisements may  be  an  actual  handicap  to  the  extension  of  foreign 
sales,  because  any  but  the  regular  clients  of  the  publishers,  who 
are  not  primarily  publishers  but  are  merchants,  may  prefer  to 
do  their  American  buying  through  other  export  commission 
houses,  and  not  through  that  house  which  seems  to  be  advertis- 
ing certain  goods  as  its  agencies.  It  may  even  be  thought  that 
the  goods  thus  advertised  are  not  available  through  any  other 
source  whatsoever. 
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Unfortunately  for  all  concerned,  for  the  publishers  of  such 
periodicals  as  well  as  for  other  publishers  and  not  infrequently 
for  the  advertisers  themselves  in  these  house  organs,  the  history 
of  this  sort  of  export  advertising  has,  in  the  past,  been  disfigured 
by  practices  that  have  savored  of  *' graft,"  not  to  put  too  fine  a 
point  on  it.  Very  likely  such  practices  may  not,  of  late,  be 
known  or  at  least  favored,  but  in  years  gone  by  some  of  these 
export  houses  have  actually  threatened  to  boycott  manufactur- 
ers who  declined  to  place  advertising  in  their  house  organs,  while 
it  has  rather  frequently  happened  that  advertising  contracts 
have  been  solicited  on  the  basis  of  actual  orders  to  be  placed 
with  manufacturers,  which  orders  have  been  at  the  time  repos- 
ing in  the  solicitor's  pocket,  received  by  the  export  house  without 
special  effort  from  some  client  abroad  who  had  otherwise  learned 
of  the  goods  in  question.  On  the  other  hand,  the  promised 
orders  have  sometimes  failed  to  materialize. 

A  good  many  manufacturers  regard  advertising  in  these  house 
organs  not  as  desirable  publicity  in  itself,  but  as  a  gift  or  contri- 
bution on  their  part  to  secure  the  good  will  of  the  buyers  of 
these  houses.  The  policy  of  a  manufacturer  in  this  regard  must, 
of  course,  be  dictated  by  himself  and  governed  by  circumstances 
in  each  case.  Evidently,  however,  such  advertising  differs  rad- 
ically from  that  in  the  legitimate  export  trade  paper  whose 
publishers  have  no  outside  interests. 

Export  Editions. — The  ''Special  Export  Edition'*  is  by  no 
means  a  modern  development.  We  have  always  had  them  with 
us.  The  advertising  managers  of  all  sorts  of  domestic  publica- 
tions have  occasionally,  especially  in  a  dull  season,  been  inspired 
by  the  brilliant  idea  of  adding  to  their  revenues  by  making  a 
special  appeal  to  advertisers  on  the  basis  of  an  ''Export  Edi- 
tion,'' which,  now  and  then,  has  actually  been  produced,  partly 
or  in  whole,  in  one  or  in  several  foreign  languages,  or  attempts  at 
such  languages.  This  practice  has  characterized  domestic  trade 
papers,  even  daily  newspapers  and  popular  monthly  magazines. 
Such  editions  are  regarded  by  most  shrewd  and  experienced  ad- 
vertisers as  pure  speculations.  Actual  experience  in  such  ad- 
vertising has  almost  without  exception  resulted  unfavorably 
when  returns  have  been  carefully  traced.    Costs  for  such  ad- 
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vertising  are  usually  excessive.  Publishers  of  these  special  edi- 
tions, having  no  personal  knowledge  of  foreign  markets  or  the 
personnel  of  such  markets,  seldom  know  how  to  distribute  their 
editions  intelligently,  or  have  any  means,  on  which  they  can 
depend,  of  securing  the  right  sort  of  addresses  to  which  to 
mail  copies.  More  than  a  few  instances  are  known  when  a 
considerable  part  of  a  large  circulation  which  has  been  prom- 
ised has  remained  undistributed  in  the  printer's  warehouse, 
ultimately  to  be  sold  as  old  paper.  Most  publishers  attempting 
these  special  editions  seem  to  rely  chiefly  for  their  patronage 
on  their  regular  advertisers  and  the  prestige  maintained  with 
them  on  account  of  their  undoubted  value  and  high  position  as 
domestic  media. 

Whatever  else  may  be  said  of  the  special  edition  scheme,  it 
also  is  not  to  be  confounded  with  a  carefully  planned,  logical, 
consistent  advertising  campaign  through  the  reputable  export 
trade  press. 

Foreign  Directories. — Now  and  then,  indeed  with  more  or 
less  regularity,  American  exporters  are  approached  by  publish- 
ers of  directories  of  one  sort  or  another.  Sometimes  it  is  a  local 
directory  published  in  some  foreign  country.  Sometimes  it  is  a 
directory  of  American  manufacturers  to  be  published  here  and 
distributed  abroad. 

Opinions  differ  widely  as  to  the  advantage  of  directory  pub- 
licity here  at  home,  in  the  United  States.  Certainly  local  direc- 
tories in  foreign  countries  are  subject  to  more  than  the  common 
criticism,  because  they  are  never  so  well  done  as  ours,  announce- 
ments are  never  so  well  displayed,  the  directories  themselves  are 
never  so  generally  used,  as  in  this  country.  If  any  argument  on 
the  latter  point  is  needed,  it  may  be  borne  out  to  some  extent  by 
the  fact  that  a  good  many  important  foreign  cities  boast  of  no 
directories  whatsoever.  Certainly  it  is  a  fact  within  the  experi- 
ence of  any  one  who  has  traveled  widely  abroad  that  any  of  these 
local  directories  have  nothing  like  the  circulation,  i.e.,  general 
use,  which  similar  publications  in  cities  of  the  United  States  can 
claim. 

Directories  of  American  Manufacturers.— Periodically,  there 
appear  in  this  country,  propositions  for  the  publication  of  direc- 
tories of  American  manufacturers,  usually  more  or  less  elabo- 
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rately  classified  by  trades,  which  are  to  be  distributed  in  foreign 
countries  for  the  use  of  importers  who  are  supposed  not  to  know 
where  to  buy  goods  of  American  origin  in  special  lines  in  which 
they  may  be  interested. 

On  its  face,  such  a  project  has  much  to  commend  it.  How 
does  it  happen  that  the  promoters  and  publishers  of  one  such 
directory  seldom  bring  out  another?  From  their  standpoint 
the  explanation  is  undoubtedly  the  great  expense  involved  in 
promotion,  preparation  and  circulation.  The  compilation  of 
any  such  directory  that  will  even  make  a  pretense  of  passing 
casual  inspection  as  half  complete  or  reliable  is  a  Herculean, 
practically  an  impossible  task.  If  the  "classified  lists''  are  not 
comprehensive,  not  to  say  even  fairly  complete,  they  are  almost 
if  not  quite  useless — and  lists  never  are  or  can  be  full,  nor  can 
listing  be  exact  of  the  endless  variety  of  goods  made  by  thou- 
sands of  concerns.  Accordingly  not  only  are  publishers  of  these 
directories  discouraged,  but  foreign  buyers  who  may  have  wel- 
comed them  at  first  are  disappointed  after  one  or  two  experi- 
ments with  them  and  cast  them  forth  to  the  dust  heap. 

As  an  advertising  medium  for  an  American  manufacturer 
such  a  directory  has  only  transient  value  as  a  rule  and  is,  more- 
over, open  to  this  objection — there  is  no  opportunity  for  change 
of  copy;  an  announcement  becomes  little  more  than  a  business 
card. 

Oonsular  Indices. — Another  variation  of  the  '* directory" 
scheme  is  sometimes  presented  in  the  form  of  a  proposition  to 
list  the  manufacturer's  goods  with  all  American  Consulates 
throughout  the  world,  possibly  indexing  the  goods  made  under 
appropriate  trade  headings.  It  may  be  observed  that  there  are 
only,  in  round  numbers,  three  hundred  American  consular  offices 
throughout  the  world.  It  requires,  therefore,  no  great  expense 
or  effort  on  the  part  of  a  manufacturer  to  bring  his  goods  di- 
rectly to  the  attention  of  each  one  of  these  consular  offices,  and 
probably  more  forcibly  and  emphatically  through  a  personal 
letter  than  in  any  other  fashion.  Not  only  is  the  direct  effort 
in  this  case  usually  cheaper  and  more  effective,  if  properly  done, 
but  experience  in  the  past  with  consular  files  or  indexes  some- 
times proposed  has  proven  that,  because  the  idea  involved  in  a 
truly  tremendous  undertaking  has  never  been  fully  carried  out 
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and  because  no  attention  whatever  has  been  paid  to  keeping 
them  up  to  date,  they  have  promptly  fallen  into  innocuous  desue- 
tude, and  the  furniture  has  been  relegated  to  the  garret. 

It  will  be  acknowledged  that  any  form  of  publicity  is  good. 
The  question  as  to  the  worth  of  advertising  of  the  several  forms 
just  described  is  one  primarily  of  good  faith  on  the  part  of  the 
schemers  and  of  their  ability  to  carry  out  honestly  their  pro- 
posals ;  next  it  is  a  question  of  the  real  value  of  such  publicity 
as  compared  with  the  charges  demanded. 

LOCAL  ADVEBTISINO  IN  FOBEION  FIELDS 

There  is  no  lack  of  means  of  advertising  goods  locally  in  every 
country  of  the  world,  but  the  character  and  value  of  these  means 
vary  as  night  from  day.  The  crowd  of  export  advisers  who  have 
recently  sprung  up  in  the  United  States  very  commonly  urge 
the  necessity  of  local  advertising  by  American  manufacturers 
who  are  desirous  of  selling  their  wares  in  foreign  markets. 
Such  advice,  however,  is  chiefly  marked  by  glittering  generalities, 
seldom  backed  by  convincing  arguments  or  distinguished  by 
clear  reasoning. 

The  utter  absurdity  of  advertising  goods  locally  until  the 
goods  themselves  are  on  the  market  and  available  to  buyers, 
that  is,  to  local  consumers,  must  be  clear  after  a  moment's 
thought.  The  would-be  exporter's  first  effort  obviously  must  be 
to  get  his  goods  introduced  among  the  merchants  in  a  foreign 
market;  to  have  stocks  of  his  goods  on  hand  for  the  supply  of 
any  demand  that  may  be  created  by  local  advertising  on  his  own 
part  or  by  his  local  agents.  Until  this  has  been  accomplished, 
advertising  in  any  local  manner  must  evidently  be  a  sheer  waste 
of  money. 

On  the  other  hand,  advertising  locally  for  the  sake  of  obtain- 
ing a  local  agent  can  only  be  regarded  as  the  limit  of  extrava- 
gance. To  promote  consumer  sales  after  means  of  distribution 
have  been  secured,  all  sorts  of  local  publicity  within  the  means 
of  those  interested  are  most  assuredly  to  be  recommended. 
Many  American  manufacturers  of  goods  most  susceptible  to  such 
means  of  increasing  sales,  are  already  to  be  numbered  among  the 
steadiest  patrons  of  foreign  advertising  media.    For  example, 
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makers  of  proprietary  medicines,  soaps,  etc.  What  are  the 
foreign  advertising  media  which  are  available? 

European  Export  Trade  Papers. — ^As  in  the  United  States, 
there  are  export  trade  papers  in  other  manufacturing  coun- 
tries. None  of  these  foreign  papers,  however,  approximate  the 
American  in  their  make-up,  their  attractiveness,  and  hence, 
it  may  safely  be  argued,  in  the  effectiveness  of  their  appeal. 
There  are  one  or  two  good  British  export  papers  of  general 
character.  There  are  several  other  British  publications  devoted 
exclusively  to  special  foreign  markets.  It  will  be  noted  from 
an  examination  of  any  of  these  publications  that  their  tone 
is  distinctly,  sometimes  (to  an  American)  unpleasantly,  Brit- 
ish and  furthermore  that  the  editorial  matter  published  is 
aimed  largely  at  the  British  manufacturer  and  exporter  and 
not  at  the  buyer  in  foreign  lands,  indicating,  perhaps,  that  the 
circulation,  intended  or  actual,  is  at  home  in  the  United  King- 
dom rather  than  abroad  among  foreign  buyers  of  English  goods. 
Few  of  them  appear  in  any  other  than  the  English  language. 

There  have  been  one  or  two  export  trade  papers  in  Ger- 
many and,  in  at  least  one  case,  editions  were  published  in 
other  languages.  These  German  publications  were  rather  cheap 
affairs,  from  the  American  point  of  view. 

There  have  been  a  large  number  of  French  papers  devoted 
to  French  colonial  and  general  export  trade,  but  they  are  of 
entirely  different  character  from  the  American,  British  or  Ger- 
man. Most  of  them  appear  in  newspaper  form.  Few  of  these 
journals  claim  any  foreign  circulation. 

There  have  existed  also  Belgian,  Dutch,  Danish,  Austrian 
and  Spanish  papers  devoted  to  the  expansion  of  the  national 
trade  of  these  several  countries  in  foreign  markets.  None  of 
them  ever  have  been  or  ever  need  be  seriously  considered  by 
American  advertisers,  although  one  or  two  are  journals  of  high 
character  editorially.  The  evident  undesirability  of  advertis- 
ing American  goods  in  the  columns  of  any  foreign  export  trade 
medium,  of  no  matter  what  nationality,  side  by  side  with  the 
native  goods,  on  which  naturally  the  chief  emphasis  of  the 
whole  publication  is  laid,  would  seem  to  require  no  argument. 

Foreign  Trade  and  Glass  Publications. — Trade  papers  and 
even  class  publication^  in  other  countries  are  seldom  of  th^ 
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character  and  caliber  of  our  own.  Moreover,  their  numbers 
are  limited.  In  all  Latin  America,  for  example,  there  are  only 
two  or  three  trade  papers  which  we  should  be  willing  to 
recognize  as  answering  that  description  in  any  degree.  If  there 
are  certain  high  class  engineering  journals  in  Europe,  it  can- 
not be  said  that  there  is  a  large  agricultural  implement  press 
worthy  the  name.  There  may  be  a  good  hardware  trade  paper 
in  one  country,  but  no  trade  publication  devoted  to  shoes  or 
furniture.  There  are  many  automobile  papers  in  many  differ- 
ent lands,  but  few  are  trade  papers;  many  are  for  '*user'* 
circulation  and  in  some  countries  devoted  incidentally,  if  not 
primarily,  to  sport  in  general.  One  may  be  able  to  pick  out 
a  trade  paper  in  some  particular  country  which  may  be  desirable 
for  a  special  purpose,  but  this  is  a  question  of  a  single  medium, 
not  one  of  general  policy. 

Foreign  Dailies,  Weeklies  and  Monthlies. — While  there  are 
some  great  daily  newspapers  published  in  foreign  countries 
which  have  a  wide  circulation,  even  over  a  whole  continent, 
yet  there  is  the  greatest  imaginable  variation  in  the  circulation 
and  influence  of  the  many  papers  of  this  description  every- 
where. Few  such  journals  in  Latin  America  have  any  char- 
acter or  influence  worth  speaking  of.  In  any  event,  use  of 
their  columns  for  advertising  purposes  is  to  be  regarded  as  a 
means  for  consumer  publicity. 

In  almost  all  countries,  there  are  many  society  and  humorous 
weeklies,  naturally  of  varying  attractiveness,  although  some 
of  them  have  an  enormous  and  widespread  circulation.  In 
Europe  there  are,  as  every  one  knows,  many  monthly  magazines 
of  varied  characteristics.  Some  of  them  certainly  compare 
rather  favorably  with  our  similar  American  publications. 

Speaking  on  '* Foreign  Advertising  Media'*  before  the  Sixth 
National  Foreign  Trade  Convention,  Chicago,  1919,  Howard 
G.  Winne,  Manager,  Johnston  Overseas  Service,  enumerated 
by  name  some  of  the  principal  papers,  dailies,  weeklies  and 
monthlies,  in  many  of  the  principal  countries  of  the  world. 
Purely  by  way  of  hints  as  to  media  which  are  to  be  recom- 
mended the  following  extracts  from  his  address  may  be  quoted : 

'*In  Argentina  there  is  a  greater  variety  of  worth-while  pub- 
lications   than    \n    &ny    other   Latin    American    country.    In 
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Buenos  Aires  we  have  powerful  dailies  such  as  La  Prensa,  La 
Nacion,  and  La  Razon  in  Spanish,  and  other  dailies  published 
in  English,  French  and  Italian,  which  serve  their  purpose  as 
a  medium  to  reach  the  cosmopolitan  population. 

''In  the  magazine  field  of  Argentina,  observe  the  popular 
high-class  weekly,  Caras  y  Caretas,  with  a  circulation  spread- 
ing up  and  down  the  coast  and  extending  to  the  remote  in- 
terior.   It  is  essentially  a  satirical,  non-partisan  weekly  review. 

**As  a  vehicle  to  reach  the  best  classes  of  society.  Plus  Ultra 
admirably  meets  the  demand.  This  super-artistic  monthly  pre- 
sents an  excellent  proof  that  South  Americans  fully  under- 
stand the  art  of  printing.  Printed  in  colors,  on  coated  stock, 
with  embossed  covers,  tissue  protected — this  review  equals,  if 
not  exceeds  in  beauty  of  typography  and  art,  anything  that  is 
published  in  the  United  States. 

'*  Australasia  has  its  full  share  of  reliable  media.  As  a  chan- 
nel through  which  to  present  a  daily  message,  we  have  the 
Melhourne  Herald,  Melbourne  Age,  Sydney  Morning  Herald, 
Brisbane  Courier,  Wellington  Post,  The  Press,  of  Christchurch, 
N.  Z.,  etc. 

'^  Dominating  and  important  weeklies  have  more  of  a  na- 
tional circulation,  extending  through  the  whole  country.  In 
this  class  can  be  placed  the  Sydney  Bulletin,  The  Australasian, 
and  others. 

''Standing  out  prominently  among  the  trade  papers  of  that 
section  are  such  reviews  as  Australasian  Hardware  <&  Machinery, 
Chemist  &  Druggist  of  Australasia,  Chemical  Engineering  & 
Mining  Review,  Australasian  Leather  Trades  Review  and  sub- 
stantial motor  trade  papers." 

Other  Local  Advertdsing  Media. — ^Every  known  form  of  ad- 
vertising is  available  in  other  countries  as  in  the  United  States. 
We  can  claim  no  monopoly  of  ingenious  advertising  ideas,  al- 
though our  inventions  and  adaptations  have  set  the  pace  for 
the  whole  world.  In  every  country  there  are  bill-boards  that 
can  be  used  and  street  cars  and  omnibuses  which  carry  ad- 
vertising cards.  There  are  spaces  for  advertising  in  the  rail- 
road stations.  Electric  signs  and  flashers  make  "Great  White 
Ways"  in  other  cities  besides  those  of  the  United  States.  Even 
the  movies  are  used  for  advertising^in  many  a  foreign  country. 
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All  of  these  advertising  adjuncts  are  good  and  desirable  when 
they  do  not  cost  too  much,  but  they  should  be  employed  only  by 
and  with  the  advice  of  competent  advertising  agents. 

Local  Advertising  Secondary,  not  Primary. — It  has  already 
been  said  that  an  effort  to  get  goods  widely  used  in  a  certain 
locality  through  local  advertising  there,  before  the  goods  them- 
selves are  on  the  market,  is  an  obvious  absurdity.  On  the  other 
hand,  to  increase  the  dei^and  for  goods,  to  get  more  retail  and 
hence  wholesale  trade  through  the  influence  of  consumer  de- 
mand, local  advertising  is  by  all  means  to  be  commended. 
When  stocks  of  goods  are  available  in  a  given  market,  when 
the  man  in  the  street  who  wants  to  buy  an  advertised  article 
can  buy  it,  then,  but  not  until  then,  it  is  time  to  begin  to  think 
about  plans  for  further  developing  that  market,  for  increasing 
dealers'  trade  through  demand,  for  riveting  fame  of  maker  or 
brand. 

Consumer  publicity  is,  as  hundreds  of  American  manufac- 
turers are  beginning  to  realize,  a  highly  desirable,  in  fact, 
necessary  adjunct  to  the  building  up  of  the  greatest  possible 
foreign  demand  for  American  goods.  In  this  regard,  P.  B. 
Amos,  formerly  foreign  advertising  manager  of  the  Studebaker 
Corporation,  remarked  at  the  St.  Louis  convention  of  the  As- 
sociated Advertising  Clubs  of  the  World:  ** American  manufac- 
turers are  slowly  but  surely  realizing  that  when  they  have  sold 
goods  to  merchants  abroad  they  have  only  taken  the  first  step 
in  building  up  a  permanent  business.  The  merchandise  must 
be  moved  rapidly  off  the  counters  and  floors  of  our  foreign  dis- 
tributors, just  as  it  must  in  this  country,  and  as  local  newspaper 
and  magazine  advertising  in  the  United  States  assists  in  the 
rapid  movement  of  merchandise,  so  the  same  kind  of  advertising 
abroad,  properly  conducted,  produces  satisfactory  results.  The 
use  of  local  foreign  mediums  therefore  is  essential  to  the  proper 
development  and  securing  of  increase  in  profits  from  American 
export  business." 

Advertising  Bates  and  Agencies. — The  situation  in  foreign 
countries  as  to  advertising  rates  in  local  media  has,  until  very  re- 
cently at  any  rate,  been  comparable  to  the  condition  in  this 
country  twenty-five  years  ago.  While  formerly  rates  were  as 
flexible  as  a  rubber  band,  they  are  now  being  rapidly  stabilized, 
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at  least  in  the  countries  of  greater  development.  A  reliable  for- 
eign advertising  agency  in  the  United  States  has  facilities  for 
learning  what  are  the  lowest  rates  consistent  with  the  best  serv- 
ice and  about  those  publications  which  are  really  worth  while  and 
which  adhere  closely  to  their  published  rates.  Through  using 
such  a  service  a  manufacturer  is  thoroughly  protected  in  this 
regard.  To  get  real  facts  a  busy  export  manager  needs  the  same 
type  of  advertising  assistance  and  counsel  as  do  his  domestic 
co-workers  in  their  field.  A  distinction  must  be  drawn  between 
the  foreign  advertising  agency,  operating  on  behalf  and  in  the 
service  of  American  advertisers,  and  the  publishers'  represen- 
tative, sometimes  an  American  concern  representing  a  number  of 
forign  advertising  media,  sometimes  the  oflSce  in  this  country  of 
a  single  important  foreign  medium.  The  latter  are  primarily 
interested  in  the  publications  which  they  represent. 

Oomplez  Oonditioiis  in  Foreign  Advertising  Oampaigns. — 
To  quote  again  from  the  address  of  Prank  B.  Amos  before  the 
Associated  Advertising  Clubs  of  the  World:  '*One  condition 
that  makes  foreign  advertising  more  complex  than  domestic  is 
the  fact  that  the  publications  to  be  used  are  so  far  distant 
from  the  manufacturer  and  his  advertising  organization.  When 
I  was  foreign  advertising  manager  of  the  Studebaker  Corpora- 
tion, Automobile  Division,  I  learned  that  my  campaigns  had  to 
be  planned  and  prepared  long  before  the  advertising  could  ap- 
pear; that  unless  great  foresight  was  used,  entirely  different 
conditions  might  exist  when  the  printed  arguments  were  read 
than  were  in  the  mind  of  the  writer  some  three  or  four  months 
before,  when  he  prepared  his  copy. 

*'Our  successful  American  manufacturers  and  advertising  men 
have  become  so  accustomed  to  the  high  grade  service,  and  quick 
action  given  by  domestic  publishers  that  they  chafe  at  the  delays 
and  handicaps  incident  to  dealing  with  publishers  many  thou- 
sands of  miles  distant.  An  exchange  of  letter  correspondence 
with  a  majority  of  these  publishers  requires  from  six  weeks'  to 
three  months'  time.  Cable  correspondence  is  too  expensive  ex- 
cept in  great  emergencies. 

**In  a  foreign  newspaper  campaign  every  possible  detail  must 
be  planned  in  advance.  The  production  situation  at  the  factory 
for  several  months  to  come  should  be  known.    Local  trade  con- 
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ditions  in  each  country  should  be  understood.  The  customs  of 
the  country,  the  types  of  people  and  their  purchasing  power 
should  be  considered." 

Cooperation  with  Foreign  Dealers. — It  sometimes  seems  to 
American  manufacturers  that  the  logical  as  well  as  the  easy  plan 
for  them  to  follow  in  attempting  to  carry  out  local  consumer  ad- 
vertising is  some  form  of  cooperation  with  their  local  dealer,  dis- 
tributor or  agent.  This  may  have  been  true  in  the  past  in  the 
absence  of  any  better  means  of  controlling  foreign  publicity, 
that  is,  before  there  existed  in  the  United  States  advertising 
services  especially  devoted  to  the  placing  and  handling  of  for- 
eign publicity.  It  will  be  found,  however,  that  nowadays  manu- 
facturers who  once  arranged  for  local  advertising  in  foreign 
markets  with  their  local  dealers  on  the  ground  have  now  given 
up  that  idea  and  they  must  have  had  good  reasons  for  so  doing. 
Very  few  dealers,  indeed,  in  any  countries  are  advertising  men, 
certainly  not  advertising  experts.  As  a  rule  their  advertising 
methods  are  crude.  If  allowed  by  themselves  to  handle  adver- 
tising for  American  manufacturers  or  merchants,  with  but  few 
exceptions  such  expenditures  will  be  waste  investments.  The 
dealer's  cooperation  is  desirable.  His  enthusiasm  should  be  de- 
veloped. Any  prejudice  he  may  have  against  control  of  adver- 
tising in  his  field  by  the  manufacturer  should  be  and  can  be  over- 
come by  careful,  diplomatic  correspondence  and  logical  reason- 
ing. The  right  kind  of  an  advertising  organization  in  this  coun- 
try, which  thoroughly  understands  this  dealer  problem,  can 
greatly  assist  any  manufacturer  in  bringing  about  a  satisfactory 
combination  of  cooperation  on  the  part  of  the  dealer  with  the 
manufacturer's  plans  and  policies  and  the  agency's  counsel  and 
service.  To  assure  the  same  high  grade  of  advertising  publicity 
in  all  foreign  fields,  its  general  outline  must  be  determined  at 
the  American  factory  with  a  full  knowledge,  of  course,  of  the 
dealer  situation  and  everything  that  enters  into  it,  and  the  cam- 
paign should  be  conducted  according  to  the  ideas  of  the  factory 
with  as  little  deviation  as  possible.  All  this  means  that  the 
men  at  the  factory  should  avail  themselves  of  the  necessary  in- 
formation and  service  in  order  to  be  sure  that  they  understand 
what  they  are  planning  and  putting  into  execution. 
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The  purpose  of  one's  first  advertising  may  be  general  pub- 
licity or  to  establish  agents  or  wholesale  distributors  in  desirable 
foreign  fields.  In  either  case^  it  must  be  assumed  that  the 
American  export  trade  paper  will  be  regarded  as  the  best,  or 
at  least  the  first,  means  to  be  employed.  Possibly  nine  out  of 
every  ten  advertisers  want  ** results."  It  is  not  to  be  forgotten 
that  all  any  advertising  medium  can  accomplish  is  to  bring  the 
advertiser's  copy  to  the  attention  of  prospects.  Kesults  from 
advertising,  foreign  as  well  as.  domestic,  must  primarily  depend 
on  the  copy,  so  far  as  inquiries  go.  Actual  business,  from  for- 
eign markets,  at  least,  will  almost  invariably  depend  on  suc- 
ceeding correspondence  with  prospects  thus  discovered.  The 
duty  of  the  advertising  medium  is  finished  when  the  display^ 
and  circulation  promised  have  been  given.  The  extraordinary 
variety  and  extent  of  the  ** service"  offered  by  the  American  ex- 
port trade  paper  of  to-day  is  really  a  free  gift  on  its  part.  It 
is  a  thing  aside  and  apart  from  the  advertising  itself.  The  re- 
sponsibility for  actual  results  from  advertising  remains,  in  any 
case,  with  the  advertiser  and  with  no  one  else. 

To  Stimulate  Inquiries.— In  the  words  of  A.  E.  Ashbumer, 
Manager  of  the  Foreign  Sales  Department,  American  Multi- 
graph  Sales  Co.:  '*I  don't  care  in  what  form  it  is,  advertising 
is  primarily  for  the  purpose  of  ascertaining  who  is  interested  in 
your  goods.  In  other  words,  inquiries.  Ones  that  come  from 
good  live  prospects,  too.  Inquiries  will  do  no  one  any  good 
unless  he  has  an  organization  back  of  him  that  can  develop  these 
inquiries.  Too  many  concerns  advertise  and  trust  to  the  Al- 
mighty for  results.  Advertising  is  merely  a  means  to  an  end 
in  getting  acquainted  with  a  man  and  teaching  him  about  your 
product.  It  is  just  the  same  in  Kankakee  as  it  is  in  Vladivo- 
stok." 

If,  in  the  great  majority  of  cases,  it  is  the  desire  of  the  adver- 
tiser who  seeks  first  to  introduce  his  goods  abroad,  to  stimulate 
inquiries  from  possible  buyers  in  foreign  markets,  then  it  is  evi- 
dent that  the  great  thing  in  his  advertising  copy  must  be  a  catch 
line  of  some  sort  to  attract  the  attention  of  the  kind  of  buyer 
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wanted.  Here,  again,  it  is  not  to  be  forgotten  that  American 
slang  expressions  are  not  catchy  because,  in  most  cases,  they  will 
be  unintelligible  to  foreign  readers.  To  gain  attention,  we  have 
to  remember  that  it  is  the  article  advertised  which  is  important, 
not  so  much  the  name  and  address  of  the  maker.  If  the  pros- 
pect has  an  interest  in  the  goods  advertised,  he  will  dig  out  the 
address  to  which  he  must  write  about  them.  An  illustration  of 
the  article  advertised  will  often  help  materially  in  attracting  to 
the  announcement  the  attention  of  buyers  interested  in  a  par- 
ticular branch  of  trade.  The  illustration  should  show  the  arti- 
cle itself,  not  something  else.  If  the  article  is  only  a  part,  then 
the  cut  should  not  show  the  whole  unless  the  advertiser  sells 
the  whole.  On  the  other  hand,  a  cut  of  a  part  may  be  blind  and 
meaningless,  at  least  to  a  foreigner,  unless  it  is  shown  mounted, 
or  in  connection  with  a  whole.  In  such  a  case  the  cut  may  be  so 
made  as  to  show  clearly  just  what  it  is  which  the  advertiser  is 
offering  for  sale. 

Having  attracted  the  attention  of  the  buyer,  and  we  should 
take  care  that  we  look  for  a  buyer  in  the  branch  of  trade  which 
we  seek  to  cultivate,  we  have  to  rivet  that  attention  by  the  story 
of  the  goods  to  which  it  is  directed. 

Proper  display  is  therefore  essential.  The  prospect's  atten- 
tion should  not  be  distracted  by  a  great  quantity  of  copy,  and 
plenty  of  white  space  should  be  arranged,  in  order  that  the 
striking  features  of  the  announcement  may  make  a  quick  and 
effective  impression.  Since  we  are  now  considering  an  export 
announcement  as  an  effoft  to  create  inquiries  from  possible  buy- 
ers in  other  countries,  it  would  seem  to  follow  that  no  object  is 
to  be  gained  by  going  into  great  detail  regarding  the  goods 
advertised.  It  is  impossible  to  tell  the  whole  story  about  any 
article  in  the  usual  space  employed  by  advertisers.  Usually  it 
is  not  desirable  to  tell  more  than  enough  to  stimulate  the  curi- 
osity of  the  prospect  and  impel  him  to  write  for  fuller  details. 
Hence,  the  advertiser's  shrewdness  and  ability  is  called  into  play 
to  select  those  few  phrases  or  sentences  which  will  be  most 
effective,  and  which  the  space  at  his  disposal  enables  him  to  use 
in  striking  form. 

Technical  Copy. — ^Never  ought  highly  technical  copy  to  be 
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used  in  export  advertising.  The  kind  of  copy  which  may  per- 
haps be  suitable  as  an  appeal  to  trade  here  at  home  in  the 
columns  of  the  Icemdkers'  Gazette  is  nine  times  out  of  ten  utterly 
unsuitable  as  an  appeal  to  importers  in  other  countries.  Many 
American  manufacturing  processes,  probably  the  greater  part  of 
our  highly  specialized  machinery,  are  not  known,  certainly  are 
not  fully  understood,  in  other  countries.  Technicalities  which 
are  the  every-day  language  of  a  trade  here  in  the  United  States 
are  an  unknown  tongue  even  to  English-speaking  foreigners. 
No  manufacturer  of  mechanical  appliances  should  contemplate 
transferring  bodily  his  announcement  in  an  American  trade 
paper  to  the  columns  of  the  export  trade  paper.  It  has  just  been 
argued  that  it  is  not  necessary  or  desirable  to  try  to  tell  the 
whole  story  in  the  export  announcement.  What  is  essential  is 
the  indication  of  novelty  and  advantage  offered  by  the  device 
advertised,  so  worded  and  designed  as  to  arrest  the  attention 
of  people  in  other  countries  likely  to  buy  or  use  such  a  device 
and  prompt  them  to  write  for  full  details.  Such  details,  in  the 
announcement,  in  expert  catalogues  or  even  in  correspondence, 
must  not  be  of  the  same  technical  description  that  might  be 
employed  in  the  United  States.  They  must  be  simplified  in 
terms  and  elaborated  in  fuller  descriptions  which  foreign  pros- 
pects can  easily  and  immediately  comprehend,  even  if  they  never 
before  heard  of  anything  of  the  sort. 

Specialization  of  Advertised  Gtoods. — Our  object,  we  have 
agreed,  is  to  make  the  reader  of  our  announcement  think,  **Here 
is  something  worth  looking  into,  another  American  innovation. 
Guess  111  write  and  find  out  about  it.''  If  this  is  the  effect  we 
aim  at,  then,  like  the  description  of  our  goods  in  our  corre- 
spondence or  catalogues,  as  has  already  been  pointed  out,  our 
advertising  copy  ought  to  individualize  our  product.  We  ought 
to  give  a  brief,  but  as  ** snappy''  as  possible  an  argument  or  two 
why  our  article  is  better  or  different,  what  its  advantages,  or 
what  exceptional  profit  is  to  be  made  from  it,  or  any  one  of  the 
strongest  selling  points  we  may  have,  which,  of  course,  are  innu- 
merable in  any  of  the  thousands  of  articles  and  hundreds  of 
branches  of  industry.  We  must  never  lose  sight  of  the  principle 
involved,  our  desire  to  make  the  man  who  sees  our  advertise- 
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ment  believe  it  worth  while  writing  to  us  to  find  out  something 
more  about  what  we  are  announcing. 

Advertising  Sample  Offers. — Some  advertisers  believe  thor- 
oughly in  the  principle  of  including  sample  offers  in  their  an- 
nouncements. In  but  few  lines  should  free  samples  ever  be 
offered  to  foreign  buyers,  even  when  coupled  with  the  restric- 
tion that  applicants  must  write  on  **  their  own  business  letter- 
heads." It  is  possible  to  waste  entirely  too  much  money  in  the 
distribution  of  free  samples  when  they  are  offered  indiscrimi- 
nately to  the  enormous  markets  of  the  whole  world,  and  any  at- 
tempt to  restrict  such  offers  induces  needless  complexities  into 
an  advertisement  which  always  ought  to  be  simple,  clear  and 
pointed. 

The  offer  in  the  advertisement  of  sample  assortments  of  goods 
at  a  fixed  price  is  usually  intended  as  an  effort  to  minimize  cor- 
respondence arising  out  of  the  announcement  by  inducing  a 
trial  order  for  the  actual  goods  in  the  first  letter  from  prospects. 
In  many  cases  the  sample  assortment  is  undoubtedly  to  be  rec- 
ommended as  good  advertising  copy.  Frequently,  however,  the 
assortments  offered  are  either  too  extensive  or  too  small,  and 
often  they  are  made  up  of  several  different  articles  some  of 
which  may  not  appeal  at  all  to  a  given  prospect  or  in  a  certain 
market.  Most  such  sample  assortments  apply  to  small  articles, 
and  the  only  economical  way  of  shipping  them  to  foreign  mar- 
kets is  through  the  parcel  post.  While  our  American  parcel  post 
has  been  extended  to  many  of  the  principal  markets  of  the 
world,  yet  it  does  not  reach  all  markets  and  some  embarrassment 
ensues  when  orders  for  sample  assortments  of  small  volume  are 
received  from  the  latter  markets.  They  must  be  shipped  through 
foreign  freight  forwarders  at  considerably  increased  cost,  or 
they  must  be  handed  to  export  commission  houses  when  buy- 
ers in  such  markets  have  any  established  connections  with  such 
houses  in  the  United  States,  as  is  by  no  means  always  the  case. 
Manufacturers  who  do  not  favor  the  announcement  of  sample 
assortments  believe  rather  in  the  principle  of  urging  the  indi- 
vidual selection  of  samples  of  the  actual  goods  by  the  foreign 
buyer  through  later  correspondence  to  follow  inquiries  first  de- 
veloped by  the  advertisement.  This  involves  the  loss  of  a  little 
time,  the  necessity  for  the  expenditure  of  a  little  thought  in 
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devising  correspondence  effectively  aimed  at  turning  an  inquiry 
into  an  order,  but  it  undoubtedly  has  some  advantages,  as  has 
just  been  suggested. 

Advertising  Prices. — The  question  is  always  a  moot  one — ^to 
quote  or  not  to  quote  prices  in  the  announcement  in  the  modern 
export  trade  paper.  In  the  present  writer's  opinion,  it  is  never 
wise  to  quote  any  price  in  an  export  advertisement.  If  a  price 
is  quoted,  practically  every  foreign  prospect  who  sees  it  is  certain 
to  assume  that  there  is  a  large  discount  available,  no  matter  if 
we  have  made  an  exceptionally  close  and  absolutely  net  price. 
Other  arguments  referring  to  the  advisability  of  quoting  **one 
price  to  all,'*  of  permitting  our  best  or  our  general  trade  prices 
to  go  into  the  hands  of  cojisumers  and  small  retailers,  will  later 
in  this  chapter  be  quite  thoroughly  discussed.  In  any  event,  the 
quotation  of  a  price  with  all  of  its  uncertainty  cannot  be  an 
effective  appeal  to  foreign  prospects.  The  argument  about  our 
goods  may  be.  The  prospect  will  naturally  be  curious  as  to  how 
much  the  goods  advertised  cost.  It  is  easy  enough  for  him  to 
mail  a  post-card  inquiry  to  the  advertiser,  if  his  interest  is  of 
the  sort  we  are  seeking  to  develop  in  our  announcement.  In  the 
advertiser's  correspondence  that  will  follow  the  argument  may 
be  so  set  forth  as  to  sell  the  goods  no  matter  what  their  cost. 

Change  of  Advertising  Copy. — It  is  the  invariable  experience 
of  every  advertiser  who  has  watched  carefully  the  progress  of  his 
efforts  that  one  idea  which  he  may  have  thought  particularly 
brilliant  and  clever  has  failed  absolutely  to  bring  satisfactory 
returns,  while  another  piece  of  copy  by  no  means  the  equal  of 
the  first  in  the  advertiser's  own  estimation,  has  brought  replies 
in  unexpected  volume.  Change  of  advertising  copy  must,  there- 
fore, always  be  considered,  and  this  applies  with  equal  force 
to  export  as  to  domestic  advertising. 

Certainly  changes  of  export  copy  should  not  be  made  too 
frequently.  An  announcement  must  be  given  a  fair  trial  and 
that,  as  we  have  seen  in  the  export  trade,  involves  considerable 
periods  of  time.  It  will  be  remembered,  for  instance,  that  one's 
printed  announcement,  like  his  letters,  cannot  arrive  in  Buenos 
Aires,  Argentina,  or  Sydney,  Australia,  until  thirty  days  after 
the  date  it  has  been  mailed.  Thirty  days  are  also  required  for 
inquiries  that  may  be  provoked  to  reach  advertisers.    Since  it  is 
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hardly  to  be  expected  that  any  announcement  will  provoke  in- 
quiries the  moment  it  arrives  in  a  given  market,  it  follows  that 
no  replies  whatsoever  are  to  be  anticipated  from  markets  like 
those  within  three  months  from  the  date  of  mailing  of  the  period- 
icals containing  printed  announcements.  Very  likely  much 
more  time  will  be  required.  The  advertiser,  therefore,  cannot 
judge  of  the  effect  of  export  copy  for  several  months  after  its 
publication. 

Writing  in  System  about  export  advertising,  Walter  F.  Wy- 
man,  of  Carter's  Ink  Company,  says:  ** Sheer  laziness  is  a 
common  cause  of  the  *  business  card'  which  is  overprevalent  in 
foreign  newspapers  as  well  as  magazines.  It  requires  brains  to 
make  a  four-inch  single  column  advertisement  carry  a  real  sales 
appeal,  though  it  is  not  an  impossibility.  To  apply  a  common 
sense  test,  what  manufacturer  would  fail  to  discharge  a  sales- 
man who  spent  twenty  dollars'  worth  of  time  in  visiting  a  possi- 
ble foreign  buyer — and  merely  saying  at  measured  intervals: 
'I  represent  Jones  Mfg.  Company — ^we  make  shirtings' — and 
then  walking  out ! ' ' 

An  Advertising  Campaign  Necessary.— Another  lesson  to  be 
drawn  from  conditions  just  explained  is  that  export  advertising 
should  never  be  an  experiment.  It  should  not  be  adopted  in  the 
first  place,  until  after  careful,  due  consideration.  When  it  is 
adopted,  it  should  be  with  firm  determination  to  carry  out  the 
campaign  proposed  as  a  permanent,  or  at  least  as  a  lengthy, 
business  policy.  It  is  pure  waste  of  money  to  take  up  export 
advertising  for  a  month  or  two  **to  see  what  will  happen,"  and 
then  lay  it  aside  indefinitely. 

ADVEBTISmO  FOB  GENERAL  PUBLICITT 

American  advertisers  in  general  too  often  neglect  export  ad- 
vertising from  the  point  of  view  of  desirable,  if  not  essential, 
general  publicity.  Some  manufacturers  seem  to  feel  that  since 
they  have  already  succeeded  in  establishing  agencies  in  many,  or 
even  in  practically  all  foreign  markets  where  they  expect  a  con- 
siderable volume  of  business — this  often  after  years  of  efl^ort — 
they  can  now  and  forever  hereafter  neglect  export  advertising  in 
the  trade  paper.  Other  manufacturers  declare  that  they  do  not 
care  for  a  flood  of  inquiries,  but  prefer  to  develop  agencies  and 
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place  their  goods  with  large  distributors  through  traveling  sales- 
men or  by  means  of  direct  correspondence  only.  Manufactur- 
ers of  both  classes  overlook  some  aspects  of  their  own  situation. 

Prestige  in  Foreign  BSarketfl.— It  is  too  often  forgotten  that 
the  very  largest  houses  in  the  United  States,  known  by  name,  at 
least,  in  every  county  and  township  throughout  this  nation,  may 
be  unknown,  possibly  even  unheard  of,  in  many  foreign  coun- 
tries. No  matter  what  the  manufacturer's  name  and  fame  may 
be  here  at  home,  he  has  got  to  begin  anew  when  he  enters  markets 
in  foreign  lands.  Furthermore,  foreign  importers  are  by  no 
means  rare  who  have  had  most  unfortunate  experiences  with 
some  previously  unheard  of  American  concerns  with  whom  busi- 
ness has  been  started.  It  is  undeniable  that  there  really  does 
exist,  in  many  a  foreign  country,  a  well  defined  suspicion  of  new 
American  concerns.  Continuous  advertising  merely  to  impress 
the  trade  of  the  world  with  the  existence  of  a  house  and  the 
virtues  of  its  wares,  for  general  publicity  purposes,  cannot  there- 
fore fail  to  be  helpful.  It  is  valuable  to  a  manufacturer  in  his 
own  trade,  and  it  is  worth  while  in  a  patriotic  way  as  well.  The 
concern  whose  announcements  have  been  seen  for  years  all 
around  the  world  becomes  known  from  that  very  fact  as  an 
"old" — Whence  probably  reliable  house. 

Says  Mr.  Wyman  in  his  article  just  quoted:  ''It  is  an  amus- 
ing but  costly  trait  of  the  average  successful  manufacturer  in 
the  United  States  that  he  so  often  considers  his  goods  of  world- 
wide reputation  because  he  has  attained  a  national  distribution 
plus  minor  sales  in  a  few  leading  world  markets.  Too  often  he 
forgets  the  lean  years  here  at  home  while  lie  was  making  his 
brands  known  and  winning  the  confidence  of  dealer  and  user, 
and  falsely  assumes  that  the  sale  of  a  dozen  stoves  or  a  gross 
of  hat  pins  in  Japan  makes  his  name  a  household  word  through- 
out Asia." 

Advertising  as  an  Introduction. — ^Again,  many  a  big  Amer- 
ican manufacturer  has  been  greatly  chagrined  to  find  important 
buyers  in  foreign  countries  who,  if  they  have  ever  heard  his 
name,  labor  under  the  impression  that  he  makes  something  quite 
different  from  his  actual  products.  Traveling  salesmen  who  go 
aboard  to  drum  a  foreign  market  in  many  cases  work  under  a 
genuine  handicap  in  presenting  the  card  of  a  concern  never  be- 
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fore  heard  of.  If  the  card,  however,  bears  the  name  of  a  firm 
which  has  been  advertising  for  a  long  time  in  the  modem  export 
trade  paper,  whose  announcements  cannot  fail  occasionally  to 
have  made  some  slight  impression  on  foreign  buyers,  it  is  likely 
that  the  advertiser's  name  at  least  will  be  remembered,  and  prob- 
able that  the  impression  will  have  remained  that  the  house  now 
personally  introduced  by  a  traveling  salesman  is  a  large  one. 
Advertising,  therefore,  as  a  means  of  introduction  to  prospects 
in  foreign  countries,  must  be  said  to  be  worthy  of  serious  con- 
sideration. 

Once  more  let  us  quote  that  sane  and  helpful  article  in  System : 
'*It  is  commonly  asserted  that  no  export  traveler  can  make  ex- 
penses on  his  first  trip.  This  is  an  exaggeration  based  on  the 
fact  that  no  salesman  without  cooperation  from  his  house  can 
hope  for  maximum  sales  when  the  burden  of  introducing  the 
firm,  the  product  and  the  brand,  is  added  to  his  real  work  of 
selling  goods. 

**  Advertising  will  help  to  remove  the  necessity  for  the  sales- 
man bearing  such  a  burden.  Whether  it  is  in  San  Francisco  or 
San  Fernandez,  the  attitude  of  a  merchant  or  user  towards  an 
untried  product  which  he  has  seen  advertised  is  quite  different 
from  his  feeling  for  one  of  unknown  parentage.  It  is  not  too 
much  to  claim,  therefore,  that  the  export  advertising  which 
'makes  your  goods  less  apt  to  be  refused  when  offered,*  should  be 
credited  with  the  expense  of  the  'get  acquainted'  trip  it  renders 
unnecessary.  .  .  . 

*'As  a  means  of  preparing  a  field  for  later  development  by 
salesmen,  export  advertising  has  considerable  value.  Very 
often  it  is  important  to  have  partial  distribution,  in  order  that 
the  salesman  on  arrival  may  have  a  skeleton  organization  in  a 
dealer  who  carries  a  modest  stock  and  consumers  who  can  be 
used  as  references." 

RESULTS  FROM  EXPORT  ADVERTISINO 

It  should  be  urged  that  export  advertisements  be  keyed,  as 
should  a  manufacturer's  catalogues  and  circular  letters.  Of 
course,  a  full  and  careful  record  of  returns  from  advertising 
effort  must  also  be  kept  if  the  advertiser  is  to  have  a  clue  to 
guide  him  as  to  the  efficiency  of  various  mediums  employed,  or 
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as  to  the  quality  of  the  several  kinds  of  advertising  copy  which 
he  may  have  employed. 

One  important  consideration  aflEecting  results  from  export  ad- 
vertising must  be  remembered.  It  will  not  be  possible  to  record 
a  part — perhaps  a  large  part — of  the  results  secured,  because 
many  orders  will  be  placed  through  American  export  commis- 
sion houses  and  the  original  prompting  of  such  orders  may  never 
definitely  be  traced,  even  if  their  source  be  known.  It  is  only 
fair  to  credit  the  total  volume  of  business  thus  secured,  whose 
origin  is  unknown,  to  the  general  advertising  appropriation. 

Quality  and  Quantity  of  Results. — In  our  consideration  of 
some  features  of  foreign  correspondence  we  have  reached  the 
conclusion  that  it  is  impossible  always  to  judge  of  the  quality  of 
prospects  from  the  letters  that  reach  us.  Many  a  case  might  be 
instanced  where  actual  business,  and  business  of  really  large 
volume,  has  resulted  from  people  whose  letters  and  even  whose 
personal  appearance  when  we  have  met  them  face  to  face  have 
not  indicated  any  buying  ability  whatsoever.  No  replies  from 
advertising  can  safely  be  disregarded.  If  nothing  else,  there 
are  further  advertising  effects  to  be  impressed  through  replies 
to  people  who,  for  one  reason  or  another,  have  had  enough  in- 
terest in  our  lines  to  write  us  about  them. 

On  the  other  hand,  mere  quantity  of  replies  provoked  by  a 
certain  advertising  copy  is  not  always  to  be  regarded  as  the  ulti- 
mate criterion  of  the  value  of  that  copy.  A  large  number  of 
inquiries  may  be  secured  and  yet  no  definite  orders  develop.  It 
is  to  be  remembered  that  just  as  it  is  the  biggest  houses  which 
are  the  hardest  for  the  salesmen  to  sell,  so  it  is  the  same  ones 
from  whom  replies  to  advertisements  are  drawn  with  the  great- 
est difiiculty.  An  introduction  to  prospects  is  what  the  export 
announcement  should  be  aimed  to  secure.  Inquiries  may  be  of 
varying  character  as  well  as  caliber.  Each  should  be  developed 
according  to  its  importance.  Actual  business  getting  is  the  ad- 
vertiser's business,  not  the  publisher's. 

One  of  the  most  incomprehensible  things  in  connection  with 
the  export  business  of  American  manufacturers  is  their  frequent 
neglect  of  foreign  inquiries.  Drawers  full  of  letters  are  found 
unanswered — apparently  because  they  are  inquiries  and  not  or- 
ders.   That  the  one  is  the  practically  indispensable  and  invari- 
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able  preliminary  to  the  other  seems  sometimes  to  be  forgot- 
ten. 

Becords  of  Inquiries  and  Orders.— Advertising  records 
should  include  not  merely  the  enumeration  of  inquiries  received 
through  a  medium  or  from  any  special  kind  of  copy,  but  should 
further  be  extended  to  show  the  ultimate  business  obtained  in 
the  way  of  definite  orders.  It  is  misleading,  however,  to  charge 
up  against  export  advertising  the  first  result,  in  dollars  and 
cents,  in  the  way  of  orders.  While  it  is  true  that  many  adver- 
tisers for  export  business  have  been  able  to  secure  a  good  deal 
larger  volume  of  actual  orders  in  direct  return  from  their  ad- 
vertising than  the  costs  of  such  advertising  really  warrant,  yet 
the  principle  already  laid  down  should  continue  to  govern  here. 
The  exporter's  effort  in  the  first  instance  is  not  for  a  big  order. 
His  effort  invariably  should  be  to  get  actual  specimens,  many  or 
few,  of  his  goods  into  the  hands  of  possible  buyers,  proving  by 
the  goods  that  they  are  all  that  he  claims  for  them,  are  goods 
which  the  buyers  can  use  profitably.  It  is  by  later  efforts, 
through  intelligent  and  scientific  handling  of  the  trade,  coopera- 
tion, correspondence,  service,  that  the  foundations  of  business 
thus  laid,  should  be  made  to  serve  for  building  up  big,  per- 
manent and  profitable  relations.  The  profits  in  a  business 
through  five,  ten,  or  fifteen  years,  if  that  business  is  intelligently 
cultivated  and  developed,  are  certain  to  offset  many  times  over 
the  comparatively  slight  cost  of  initiating  it. 

EXPORT  CATAL00TTE8 

Another  form  of  advertising  to  develop  export  trade  must 
here  be  considered — the  export  catalogue,  closely  afl&liated  also 
with  export  correspondence.  In  the  term  catalogue  all  kinds  of 
printed  matter  may*  be  included,  circulars,  leaflets,  monographs, 
envelope  enclosures,  etc.  All  may  be  of  much  effect  or  of  little 
effect,  depending  in  large  measure  on  the  brains  and  thought 
bestowed  upon  their  preparation. 

Catalogues  and  Printed  Circulars. — ^Manufacturers  are 
sometimes  deterred  from  undertaking  an  active  campaign  for 
export  business  because  of  the  fancied  expense  of  bringing  out 
elaborate  catalogues  in  all  sorts  of  foreign  languages.  There 
is  no  real  basis  for  hesitation  on  this  score.    It  is  not  absolutely 
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essential  at  the  outset  of  an  effort  to  get  export  trade  that  any 
literature  whatsoever  be  prepared  in  other  languages  than 
English.  Probably  the  great  majority  of  successful  American 
exporters  of  to-day  began  their  export  efforts  with  nothing 
more  than  their  regular  American  catalogue.  It  has  already 
been  noted  that  many  people  in  all  countries  read  other  lan- 
guages than  their  own  with  pleasure  and  with  intelligence,  even 
when  they  cannot  speak  or  write  such  other  languages.  It  is 
far  more  important  that  a  would-be  exporter's  letters  be 
couched  in  appropriate  foreign  languages  than  that  his  printed 
matter  be  translated.  It  is,  for  example,  quite  possible  for  him 
to  review  in  a  letter  accompanying  a  catalogue  the  prime  essen- 
tials of  his  selling  argument,  even  of  the  descriptions  of  his 
goods — all  in  the  customer's  language,  although  the  accompany- 
ing catalogue  is  in  English.  However,  the  selfsame  arguments 
that  apply  to  the  translation  of  correspondence  apply  in 
some  measure  also  to  the  desirability  of  having  catalogues 
translated.  Each  manufacturer's  individual  policy  must,  then, 
determine  when  the  point  has  been  reached  that  the  expense  of 
translating  catalogues  becomes  an  unavoidable  or  a  desirable 
charge,  and  how  much  of  an  appropriation  for  that  purpose  is 
necessary.  The  reader  is  referred  back  to  Chapter  V,  de- 
voted to  foreign  correspondence,  for  a  consideration  of  the  use 
of  foreign  languages,  of  translations,  etc.,  which  it  seems  un- 
necessary to  repeat  in  this  place  as  applying  to  catalogues. 

What  Sort  of  Forei^  Oatalogaes?— Certainly  it  is  far  more 
desirable  to  establish  the  foundations  for  taking  care  of  an  ex- 
port trade  on  a  sound  basis  than  to  neglect  this  necessity  and 
plunge  into  the  printing  of  circulars  in  other  languages.  How- 
ever, when  the  export  department  has  been  thoroughly  well 
organized,  systematized  and  put  in  smooth  running  order,  then 
the  question  of  literature  for  the  development  of  foreign  trade 
requires  attention. 

The  regular  domestic  catalogue  in  the  English  language  may 
sometimes  be  used  without  modification  in  the  beginnings  of  an 
export  campaign.  Occasionally  it  may  be  too  big,  heavy  or 
expensive  to  be  generally  employed  in  working  up  trade  in 
other  countries.  In  such  cases  it  may  be  desirable  to  bring  out 
an  abridged  edition  for  export  trade,  referring  only  to  those 
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special  articles  which  are  regarded  as  most  suitable,  or  as  most 
likely  to  appeal  to  buyers  in  other  countries,  including  those 
special  features  which  properly  should  distinguish  an  export 
catalogue  in  English  or  any  language.  Sometimes  the  domestic 
catalogue  is  made  to  do  duty  for  foreign  distribution  by  includ- 
ing a  leaflet  therein  by  way  of  supplement  or  explanation,  either 
in  English  or  in  other  languages.  It  is  all  too  easy  to  waste 
money  in  the  distribution  of  catalogues  abroad  and  hence  the 
first  effort  in  the  preparation  of  foreign  literature  should  be  on 
a  conservative  basis.  Various  economies  that  may  be  affected 
are  suggested  in  the  foregoing  hints.  However,  no  matter 
what  the  first  effort  in  this  direction  may  be,  it  is  certain  that 
ultimately,  with  the  development  of  an  export  business,  with 
encouragement  received  from  many  different  directions,  spe- 
cial literature  both  in  English  and  in  appropriate  languages  will 
become  necessary. 

Foreign  Language  Catalognes.— In  considering  the  prepa- 
ration of  export  catalogues  in  other  languages  than  our  own  it 
is  probable  that  the  Spanish  language  will  be  that  regarded  as 
of  first  importance.  This  does  not  necessarily  imply  that  trade 
in  Spanish-speaking  countries  will  be  the  largest  or  the  most 
desirable,  but  their  own  language  is  required  by  more  people 
in  such  countries  than  is  the  case  in  most  other  countries  speak- 
ing other  languages.  By  that  is  meant  that  importers  through- 
out Europe  are  much  more  likely  to  be  familiar  with  several 
other  languages  than  their  own  than  are  dealers,  if  not  im- 
porters, in  Spanish-speaking  countries.  Next  in  importance 
so  far  as  languages  are  concerned  would  doubtless  rank  the 
French  export  catalogue.  In  Chapter  V,  in  our  discussion  of 
translations,  we  have  already  considered  the  different  countries 
to  which  the  several  principal  commercial  languages  of  the 
world  most  effectively  appeal.  Putting  export  catalogues  into 
any  foreign  language  must  depend,  however,  largely  upon  the 
nature  of  the  products  involved  and  the  foreign  countries  where 
such  products  are  expected  to  find  their  largest  trade,  or  which 
it  is  desired  for  other  reasons  especially  to  cultivate. 

The  foreign  language  catalogues  when  prepared  should,  in 
fact  as  well  as  in  name,  be  ** special  editions."  A  catalogue  or 
circular  intended  for  distribution  through   Spanish  America 
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should  be  expressed  in  Spanish  in  form  and  terms  best  calcu- 
lated to  appeal  to  buyers  in  those  markets.  Similarly  with 
French,  Portuguese  or  any  other  catalogues.  Each  should  be 
prepared  by  a  specialist  able  to  transmute  the  essential  quali- 
ties of  the  English  original  into  the  requisite  foreign  atmos- 
phere. This  applies  even  to  covers  as  well  as  to  the  contents. 
The  catalogue  may  be  large  or  small,  thick  or  thin,  as  circum- 
stances may  indicate  in  individual  cases.  The  essential  thing 
is  to  ensure  that  it  makes  the  right  sort  of  appeal. 

The  edition  of  an  export  catalogue  should  not  be  limited. 
Some  people  seem  inclined  only  to  make  an  experiment  and 
have  a  hundred  copies  or  so  printed  just  to  see  how  the  trial 
turns  out.  This  seems  a  pure  extravagance.  The  cost  of 
preparation  is  immensely  greater  per  copy.  An  export  cata- 
logue should  not  be  contemplated  at  all  unless  with  the  firm  de- 
termination to  carry  the  campaign  through  vigorously  and 
largely  to  a  profitable  conclusion.  If  worth  doing  at  all  it  is 
worth  doing  right.  No  results  from  any  kind  of  circular 
effort  are  likely  to  result  unless  the  scheme  is  developed  on  an 
extensive  scale. 

Preparation  of  Export  Catalogues. — Printers  are  often  asked 
to  submit  estimates  for  the  complete  production  of  a  catalogue, 
including  the  translation  work  as  well  as  making  cuts,  supply- 
ing paper,  etc.  It  is  not  too  much  to  assert  that  there  is  not  a 
printer  in  the  United  States  who  in  his  own  ofiSce  has  any  facili- 
ties for  producing  creditable  translations.  When  this  matter 
is  entrusted  to  a  printer  he  secures  competing  bids  from  sev- 
eral translation  bureaus  or  individuals  and  very  likely  accepts 
the  lowest  price  that  is  made,  irrespective  of  quality  likely  to 
result  in  the  product.  The  translation  is  such  an  important 
matter  that  it  ought  to  have  the  manufacturer's  study  and 
criticism  before  ever  submitted  to  the  printer. 

On  the  other  hand,  it  is  sometimes  suggested  to  manufac- 
turers that  a  special  foreign  language  edition  of  their  cata- 
logue be  prepared  and  printed  in  the  country  where  it  is  ex- 
pected to  be  distributed.  In  spite  of  some  advantages  in  fol- 
lowing this  course  in  certain  countries,  it  is  not  to  be  advised. 
We  are  quite  justified  in  priding  ourselves  in  the  United  States 
on  the  production  of  the  handsomest,  most  attractive  and  most 
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effective  printed  matter  to  be  found  in  any  country.  The  paper 
stock  and  the  half-tone  cuts  that  we  customarily  employ  here 
are  many  degrees  superior  to  anything  of  the  sort  conmionly 
used  in  other  countries.  In  fact  much  of  the  more  attractive 
printed  matter  issued  by  Latin- American  houses  is  printed  in 
the  United  States. 

While  it  may  often  enough  be  desirable  to  submit  the  proposed 
translation  of  printed  matter  to  one's  agents  in  countries  where 
it  is  planned  to  distribute  such  literature,  receiving  back  sug- 
gestions and  criticisms  before  going  to  press  with  the  catalogue 
in  the  United  States,  yet  the  work  itself  should  preferably  be 
carried  out  here  and  not  abroad.  The  name  and  address  of 
agents  can  just  as  easily  be  imprinted  here,  if  necessary,  as  could 
be  done  were  the  whole  work  performed  abroad,  or  appropriate 
spaces  can  be  left  for  imprinting  such  or  other  advertisements 
locally,  as  various  agents  may  prefer. 

Except  in  the  case  of  unusually  heavy  catalogues  the  dif- 
ference in  cost  of  mailing  is  so  trifling  that  small  advantage  is 
to  be  secured  by  using  inferior  grades  or  light  weights  of  paper. 
We  have  an  American  fame  to  maintain  in  the  quality  and 
attractiveness  of  our  printed  matter  and  it  will  be  entirely  false 
economy  to  attempt  to  cheapen  our  catalogues  at  the  expense  of 
attractiveness. 

Contents  of  the  Export  Catalogue..— Attractive  in  appear- 
ance as  we  may  make  our  export  catalogues  yet  their  real  effect- 
iveness will  in  the  last  analysis  depend  on  their  contents.  The 
catalogue,  it  has  been  suggested,  is  in  a  sense  a  manufacturer's 
showcase.  In  the  export  trade,  however,  it  must  be  something 
more.  It  must  be  salesman  as  well  as  showcase.  Business  to  be 
obtained  from  a  showcase  alone  is  never  sufBcient  to  make  a 
manufacturer  or  merchant  rich.  We  have,  therefore,  in  our  ex- 
port catalogues  to  do  something  more  than  show  pictures  and 
prices  of  our  goods.  We  have  to  couple  with  those  elements  our 
sales  talk.  We  can  depend  to  some  extent  on  our  campaigning 
letters  for  sales  arguments,  but  we  can  say  a  good  deal  more  in 
print  than  we  can  in  typewritten  form.  Moreover,  a  letter  and 
catalogue  under  another  cover  are  frequently  separated  in  the 
mails;  again,  where  the  letter  may  not  be  available  six  months 
from  now,  the  catalogue,  if  of  the  right  sort,  is  sure  to  be  on  file. 
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Every  suggestion,  therefore,  included  in  our  discussion  of  how  to 
sell  goods  by  letter  applies  to  the  preparation  of  the  printed 
catalogue. 

Catalogue  Description  of  Qualities.— First  of  all,  however,  a 
catalogue  must  with  strictest  honesty  describe  qualities  of  the 
goods.  Not  enough  attention  by  any  means  is  paid  to  this  mat- 
ter in  our  domestic  catalogues.  Here  at  home  the  catalogue  is 
often  used  only  as  a  book  of  reference  after  a  buyer  has  seen  and 
inspected  actual  samples  of  the  goods.  This  is  not  possible  in 
all  cases  in  developing  foreign  business.  The  catalogue  is  then 
used  more  often  than  not  to  secure  sample  orders.  It  is  the  one 
thing  which  the  prospect  has  to  rely  upon,  except  in  those  com- 
paratively few  instances  where  samples  of  inconsiderable  value 
are  submitted  along  with  catalogue.  Usually  it  is  not  possible 
for  a  buyer  to  inspect  an  actual  sample  of  an  office  desk,  an  en- 
gine or  piece  of  machinery,  or  various  kinds  of  boots  and  shoes. 
He  has  only  the  catalogue  to  look  to,  and  an  engraving  or  a  half- 
tone cut  of  a  $15  desk  looks  exactly  like  a  $50  desk,  or  a  $1  shoe 
exactly  like  one  of  a  $3  shoe. 

In  the  United  States  buyers  make  allowance  for  a  certain  de- 
gree of  boast  and  exaggeration  in  our  advertising  literature. 
They  do  not  make  the  same  allowances  in  foreign  countries. 
Foreign  buyers  are  disposed  to  expect  that  every  printed  word 
will  be  the  exact,  plain,  unvarnished  truth.  They  will  depend 
upon  it  when  they  place  orders,  and  they  will  show  something 
more  than  dissatisfaction  if  the  goods  which  are  shipped  do  not 
substantiate  every  smallest  claim  that  is  made  for  them. 

The  great  thing  for  us  to  bear  in  mind  in  the  use  of  catalogues 
is  that  we  are  not  merely  seeking  to  secure  a  sample,  trial  or 
initial  order.  We  are  trying  to  persuade  our  prospects  to  get 
into  their  possession  actual  specimens  of  our  goods,  usually 
doubtless  in  the  way  of  orders  for  small  quantities,  in  order  that 
after  they  have  seen  what  the  goods  themselves  really  are,  numer- 
ous and  regular  repeat  orders  will  follow. 

We  have,  of  course,  in  our  catalogues  to  tempt  these  original 
orders  with  such  appealing  language  as  we  can  employ,  but  that 
appeal  must  be  modified  by  a  strictly  honest  description  of  the 
goods,  their  composition  and  their  qualities.  It  will,  beyond  any 
doubt  at  all,  be  found  highly  desirable  for  the  manufacturer  of 
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''shoddy"  boots  and  shoes  to  indicate  in  his  catalogue  that  his 
cheapest  ^ades  are  made  with  paper  or  leather-board  or  com- 
position soles,  heels,  counters  or  what-not,  that  in  consequence 
that  particular  grade  is  not  to  be  recommended  for  wear  in  a 
damp  country  or  during  the  rainy  season  in  tropical  countries. 
The  manufacturer  will,  as  a  matter  of  course,  point  out  the  real 
usefulness  of  goods  of  this  character  and  advise  when  and  how 
they  should  be  bought,  sold  and  worn.  He  may  have  a  little 
timidity  about  exposing  the  composition  or  construction  o£  his 
goods  in  print,  but  if  he  does  it  intelligently  the  results  in  the 
long  run  are  bound  to  be  to  his  profit. 

Oatalogues  Must  Include  Selling  Arguments. — The  selling 
argument  in  the  export  catalogue  will  vary,  of  course,  according 
to  the  individual  line  involved.  The  great  principle,  as  in  letter 
writing,  is  the  differentiation  of  the  goods,  the  emphasis  placed 
on  their  individual  qualities,  of  how  they  are  different  from  or 
better  than  competing  goods  or  any  other  goods  offered  for  the 
same  purpose.  Braggadocio  and  boasting  are  to  be  avoided,  but 
sometimes  a  good  deal  of  the  desired  impression  as  to  size,  im- 
portance and  solidity  can  be  accomplished  by  an  actual  de- 
scription of  a  manufacturer's  works  and  of  the  processes  em- 
ployed in  making  the  goods. 

In  the  letter-press  of  his  catalogue,  perhaps  in  an  introduction, 
the  manufacturer  of  large  production  can  well  emphasize  its  ad- 
vantages and  economies  (but,  again,  never  the  ''biggest  in  the 
world'').  He  can  tell  of  some  of  the  special  machinery  that  he 
employs,  or  that  he  has  perhaps  invented,  to  accomplish  special 
results  in  his  goods;  he  can  describe  methods  of  manufacture 
that  are  peculiar  to  his  works,  that  are  not  employed  by  his 
competitors,  with  resulting  quality  of  the  finished  product.  He 
can  tell  of  his  designs,  of  their  originality  and  novelty,  of  how 
they  are  superior  for  certain  purposes  to  any  others,  or  hand- 
somer, or  he  can  lay  emphasis  upon  the  remarkable  finish  of  his 
goods  as  commending  them  to  discriminating  buyers.  He  can 
tell  of  the  work  accomplished  by  the  machinery  or  apparatus 
he  is  trying  to  sell  as  greater  in  volume,  or  better  in  quality, 
or  more  economical  in  process,  than  other  methods.  Doubtless 
every  one  of  these  and  other  innumerable  arguments  are  actually 
employed  in  selling  goods  by  word  of  mouth;  in  the  export 
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catalogue  they  must  be  put  in  black  and  white,  as  the  salesman 
to  accompany  the  showcase. 

Americanisms  to  Be  Avoided. — Not  only  must  swagger  and 
boastfulness  be  avoided,  but  also  strictly  local  American  usage 
of  words  and  names  and  all  technical  descriptions,  above  all  the 
use  of  American  slang  and  of  the  catch  phrases  which  are  so 
common  among  us.  It  is  impossible  to  translate  into  another 
language  such  common  advertising  phrases  as  '' there's  a  reason," 
''it's  a  korker."  A  writer  in  the  American  Exporter  a  year  or 
two  ago  explained  the  difficulties  of  a  translator  in  trying  to 
put  into  Spanish  the  cover  legend  of  a  lamp  manufacturer's 
catalogue  which  in  English  was  called  **Cold  Blast  Book." 
Some  manufacturers  have  been  known  to  express  surprise  and 
dismay  when  they  found  that  a  bit  of  poetry  used  in  their  Eng- 
lish catalogue  could  not  be  translated  into  French  or  German 
poetry.  Allusions  to  sports,  especially  baseball,  are  meaning- 
less to  people  in  many  other  countries.  The  Latin  races  espe- 
cially are  not  by  any  means  the  devotees  to  athletics  that  are 
Americans  and  English.  Baseball  is  so  distinctly  American 
that,  except  at  isolated  points,  it  is  hardly  known  in  other 
countries.  In  this  same  general  connection  we  may  note  the 
remarks  of  one  of  the  oldest  and  most  experienced  American 
manufacturers  of  agricultural  implements,  A.  B.  Farquhar,  in 
a  report  of  the  committee  on  foreign  trade  of  the  National 
Vehicle  and  Implement  Association. 

**To  avoid  losses  from  wasted  effort  in  advertising,  always 
remember  that  the  Latin-American  mind  is  totally  impervious 
to  anything  like  a  joke  of  the  kinds  that  are  specially  in  vogue 
in  this  country.  We  are  told  of  pictures  representing  a  snow- 
bird drawing  a  plow,  a  rake  pulled  by  a  tiger,  etc.,  sent  abroad 
and  bringing  the  advertiser  no  sales  because,  it  is  explained,  im- 
plements so  propelled  could  be  of  no  use  in  countries  where  only 
oxen  or  horses  are  used  for  such  purposes.  A  case  is  also  re- 
ported of  a  circular  that  advertised  buggies  but  failed  to  sell 
any,  because  the  foreigner  suspected  something  crooked  about 
several  widely  diflEerent  prices  being  set  on  vehicles  whose  pic- 
tures looked  all  alike." 

Oatalogning  Each  Article. — The  introduction  to  the  export 
catalogue  may  include  many  general  arguments  for  the  line 
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illustrated  and  described  in  succeeding  pages.  It  should  be  as 
strong  and  forceful  as  possible  to  make  it^  and  thoroughly  indi- 
vidualized, putting  maker  and  goods  in  a  class  by  themselves. 
But  in  addition  something  more  is  necessary  in  connection  with 
each  separate  article  referred  to.  Each  one  must  be  illustrated, 
and  if  necessary  from  several  points  of  view,  in  order  to  give 
an  adequate  idea  of  its  appearance,  of  its  functions  or  what-not. 
Beneath  each  cut  should  appear  the  full  description  of  the 
article,  what  it  is  for,  how  it  works,  with  arguments  for  its 
peculiar  advantages,  all  in  simple,  elementary  language,  as 
though  the  prospective  reader  had  never  seen  or  heard  of  any- 
thing like  it  before.  Yet  the  advantages  of  the  article  in  com- 
petition with  other  goods  must  have  especial  emphasis  laid  on 
them. 

Furthermore,  in  connection  with  the  description  of  each  article 
there  should  be  code  words  for  use  in  cable  correspondence,  to 
be  assigned  if  necessary  to  each  different  size  or  variation  or  com- 
bination. It  should  be  explained  how  the  goods  are  packed  or 
how  many  to  a  case,  what  are  the  staple  quantities  in  which 
orders  are  usually  placed  or  are  expected  to  be  placed. 

Dimensions  of  the  article  should  be  exact,  as  made,  that  is 
usually  in  English  feet  and  inches  or  with  approximate  metric 
equivalents  following  in  brackets.  Metric  dimensions  alone 
ought  never  to  be  given  unless  the  article  is  originally  made  to 
metric  scale.  A  %-inch  pipe  should  not  be  called  ''19  mm." — 
it  should  be  described  *'%-inch  (approximately  19  mm.)." 
Whenever  dimensions  or  sizes  are  an  important  feature  of  a 
catalogue  it  is  well  to  include  as  a  supplement  a  page  or  two 
of  metric  conversion  tables,  metric  into  English  and  English 
into  metric,  giving  exact  equivalents  carried  out  to  fine  fractions 
and  decimals.  Incidentally,  it  may  here  be  noted  that  com- 
mon indications  of  feet  and  inches  are  to  be  avoided  as  is  every 
abbreviation.  Do  not  write  or  print  ''3'  6"" — spell  it  out,  "3 
feet,  6  inches." 

Weights  and  measurements  of  the  goods  as  packed  and  pre- 
pared for  export  shipment  should  be  given,  in  order  to  assist 
the  foreign  buyer  in  estimating  the  cost  of  the  goods  as  he  will 
ultimately  receive  them  after  having  paid  ocean  freights  and 
custom  house  duties.    The  metric  equivalents  of  weights  should 
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be  given,  that  is,  net  and  gross  in  kilograms,  but  this  is  not 
necessary  in  the  case  of  the  cubic  measurements  of  export  cases, 
since  ocean  steamships  usually  base  their  rates  on  measurements 
in  feet  and  inches. 

Somewhere  in  the  course  of  machinery,  automobile  and  similar 
catalogues,  either  in  a  separate  division  or  in  connection  with 
each  item,  there  should  be  given  full  and  elaborate  lists  of  re- 
pair parts  with  names,  cuts  and  other  forms  of  identification. 
In  some  instances  it  will  often  be  found  highly  desirable  to  quote 
inclusive,  lot  prices  on  special  assortments  of  those  spare  parts, 
or  extra  parts,  which  it  has  been  found  in  the  course  of  expe- 
rience are  most  frequently  needed,  and  urge  their  purchase  for 
the  user's  own  advantage. 

Prices  and  Discount  Sheets. — Perhaps  the  most  serious  ques- 
tion in  connection  with  the  preparation  of  catalogues  is  that  re- 
garding the  prices  that  are  to  be  quoted.  We  have  to  remember 
that  our  catalogues  may  go,  by  accident  if  not  intention,  into  the 
hands  of  all  sorts  of  people — wholesaler,  retailer,  ultimate  con- 
sumer. The  general  principles  underlying  the  quotation  of 
prices  in  the  export  trade  must  be  reserved  for  discussion  under 
another  heading.  Meanwhile  it  should  be  observed  that  a  great 
injustice  may  be  done  to  wholesale  distributors,  jobbers,  or 
others  who  handle  goods  for  re-sale,  if  catalogue  prices  are  so 
made  as  to  betray  their  profits  to  their  legitimate  customers. 
Instead  of  promoting  the  interest  of  those  whose  trade  is  most 
desired  the  catalogue,  if  not  wisely  prepared,  may  actually  in- 
jure those  interests.  It  would  seem  to  follow  that  the  catalogue 
itself  should  contain  no  printed  prices  whatsoever,  unless  those 
prices  are  subject  to  an  extremely  liberal  discount,  say  anywhere 
from  25  per  cent,  to  80  per  cent.  In  fact,  it  is  by  some  manu- 
facturers thought  wise  in  their  export  relations  to  make  an  en- 
tirely different  set  of  list  prices;  that  is,  when  for  domestic 
trade  they  name  what  is  practically  a  net  price,  for  the  export 
trade  another  and  much  higher  list  price  is  quoted  subject  to 
liberal  discount,  as  has  just  been  suggested. 

Inasmuch  as  our  object  is  thus  to  endeavor  to  protect  whole- 
sale customers,  it  is  clear  that  no  discounts  or  at  least  none  but 
purely  nominal  discounts  must  be  named  in  the  pages  of  the 
catalogue  itself.    It  is  customary,  in  order  to  advise  those  whole- 
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sale  or  other  important  merchants  from  whom  one  most  de- 
sires orders,  either  to  quote  net  prices,  or  discounts  applying 
to  current  list  prices,  in  a  separate  price  or  discount  sheet,  which 
may  be  included  in  some  copies  of  the  catalogue  sent  abroad  but 
not  in  others.  In  fact  some  manufacturers  have  two  such  sepa- 
rate lists,  or  inserts,  one  quoting  discounts  applying  to  retail 
dealers,  the  other  quoting  an  extra  discount  over  and  beyond  the 
retail  quotation,  which  extra  discount  applies  only  to  certain 
selected  customers  who  are  regarded  as  wholesalers  or  in  a  posi- 
tion to  deserve  best  prices.  A  concrete  illustration  may  help  in 
understanding  this  theory. 

Blanipulation  of  Discounts. — ^A  prominent  manufacturer  of 
jewelry,  in  a  separate  price  list  accompanying  his  export  cata- 
logue, prints  list-prices  applying  to  each  item,  on  which  he  is 
privately  prepared  in  case  of  need  to  offer  a  maximum  discount 
of  40  per  cent.  Under  the  head  of  terms,  in  an  appropriate 
page  of  this  price  list,  he  prints  a  discount  of  10  per  cent,  apply- 
ing to  prices  given.  He  encloses  with  the  price  list  and  cata- 
logue, when  sent  to  large  dealers  or  to  the  general  run  of  the 
wholesale  trade,  a  separate  leaflet  advising  that  the  wholesale  dis- 
count from  the  printed  list  price  is  25  per  cent,  superseding  the 
10  per  cent.,  printed  in  list  for  popular  consumption.  In  his 
circular  letters  accompanying  these  catalogues,  when  they  are 
distributed  to  a  general  mailing  list,  this  manufacturer  writes 
that  he  is  anxious  to  secure  sample  orders  at  the  favorable  rate 
of  discount  named  to  the  wholesale  distributors,  is  confident  that 
the  goods  and  qualities  at  the  low  prices  named  will  result  in 
developing  a  mutually  satisfactory  trade  and  that  it  is  not  im- 
possible that  with  the  development  of  business  relations  after  the 
first  start,  with  the  growth  in  volume  of  the  orders,  with  pos- 
sible later  calculations  on  the  basis  of  quantities,  the  raw  ma- 
terial market,  etc.,  he  may  very  likely  be  able  to  offer  still  more 
favorable  discounts. 

His  effort  is  to  induce  sample  orders  and  he  evidently  then 
depends  upon  a  study  of  the  buying  capacity  of  houses  who  have 
thus  made  a  start  with  him,  of  their  rating  and  general  com- 
mercial character,  to  enable  him  to  follow  them  up  and  secure 
the  maximum  of  business  from  them  by  the  ultimate  quoting  of 
the  very  best  prices  he  can  figure.    This  manufacturer's  line  is, 
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of  course,  not  a  staple  line  and  the  difference  between  the  25  per 
cent,  discount  which  he  quotes  generally  to  wholesalers  and  the 
maximum  40  per  cent,  which  he  can  quote  ultimately,  or  in  case 
of  necessity,  is  no  more  than  the  difference  in  price  betweef'n  his 
goods  and  many  goods  of  competitors.  It  is  by  no  means  suf- 
ficient to  deter  a  really  interested  buyer  from  placing  a  sample 
order  of  comparatively  insignificant  value. 

To  these  observations  it  may  be  added  that  in  catalogues  pre- 
pared essentially  for  consumer  distribution,  for  the  purpose  of 
general  publicity,  or  of  developing  interest  in  a  given  locality 
in  a  certain  line  of  goods  already  on  sale  at  one  or  at  many  lead- 
ing local  establishments,  in  such  catalogues  no  prices  whatever 
should  be  printed  unless  under  advice  and  instructions  from 
local  agents. 

To  Facilitate  Calculation  of  Delivered  Costs. — In  making  any 
catalogue  prices  with  an  accompanying  discount  sheet,  the  ob- 
ject sought  is  to  put  the  customer  in  a  position  to  place  orders 
intelligently,  that  is,  to  know  or  to  estimate  closely  what  the  cost 
of  the  goods  will  be  when  landed  at  his  port.  Prices  and  dis- 
counts must,  therefore,  be  clear  and  unmistakable  and  every 
necessary  detail  must  accompany  them.  For  example,  it  must 
be  made  plain  just  where  delivery  is  made,  whether  f .  o.  b.  fac- 
tory, freight  paid  to  New  York,  or  f.  o.  b.  steamer,  and  what 
extras,  if  any,  the  customer  will  have  to  pay,  with  a  statement 
of  the  approximate  cost  of  such  extras.  If  charges  for  packing 
are  included  in  prices,  as  they  usually  ought  to  be,  that  fact 
should  be  stated;  if  packing  is  not  included  then  the  approxi- 
mate cost  must  be  given,  perhaps  of  various  kinds  of  extra  pack- 
ing which  may  sometimes  be  asked  or  be  thought  advisable  in 
certain  cases,  all  to  be  carefully  described.  If  railway  freights 
are  not  included  in  prices  and  if  there  is  to  be  a  charge  for 
cartage  from  arriving  railway  station  to  outgoing  ocean  steam- 
ship at  port  of  sailing,  then  these  costs  should  be  approximated 
for  the  sake  of  putting  prospects  in  a  position  at  least  to  estimate 
with  some  intelligence  the  actual  landed  cost  of  the  goods  to 
them. 

Changing  Prices. — Another  advantage  of  quoting  liberal  list 
prices  is  that  it  is  then  much  easier  controlling  fluctuations  in 
quotations  as  they  become  necessary  by  varying  the  discount 
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quoted  instead  of  the  list  prices,  which  always  ought  to  be  held 
as  stable  as  possible.  In  this  same  connection  it  should  never 
be  overlooked  that  when  a  change  in  quotation  becomes  neces- 
sary then  prompt  notice  of  the  new  quotations  should  be  for- 
warded to  everybody  who  has  ever  before,  or  at  least  within  two 
or  three  years,  received  quotations  on  the  old,  superseded  basis. 
No  one  should  be  forgotten  in  these  new  quotations,  for  one  can 
never  tell  when  orders  are  likely  to  materialize  from  sources  half 
forgotten.  The  manufacturer  should  as  a  rule  hold  himself  re- 
sponsible for  filling  all  orders  received  at  old  quotations  until 
suflBcient  time  has  elapsed  for  new  quotations  to  arrive  in  the 
hands  of  his  customers. 

In  the  export  trade  changes  in  price  should  be  made  as  seldom 
as  possible.  Foreign  buyers  find  it  a  distinct  facility  to  the 
maintenance  of  a  steady  business  to  know  that  they  can  depend 
upon  the  prices  they  have  to  pay  and  not  be  forced  to  order 
blindly,  never  knowing  whether  their  orders  at  old  limits  are 
going  to  be  executed,  or  whether  if  they  place  themselves  at  the 
manufacturer's  mercy,  new  orders  will  not  cost  them  a  good  deal 
more  than  they  have  formerly  paid. 

Prices  in  Foreign  Money. — Some  manufacturers  believe  it 
desirable  to  indicate  in  their  catalogues  the  equivalent  in  cur- 
rencies of  other  countries  of  their  list  prices  in  American  dollars 
and  cents.  This  may  be  a  help  to  some  prospects  who  are  not 
familiar  with  the  values  of  our  money,  but  in  principle  any  such 
merchants  will  be  of  small  caliber,  usually  those  not  accustomed 
to  doing  any  import  business  themselves.  Probably  all  large  or 
frequent  importers  of  goods  in  any  country  of  the  world  are 
quite  able  to  figure  for  themselves  the  required  equivalents  of 
dollars  and  cents.  However,  if  it  is  thought  desirable  for  any 
reason  to  include  with  quotations  in  our  own  money  those  in 
foreign  currencies,  such  equivalents  should  be  restricted  at  most 
to  the  principal  international  currencies,  namely,  pounds  sterl- 
ing, francs  and  marks,  and  it  would  be  well  to  indicate  unmis- 
takably the  fact  that  these  equivalents  are  approximate  and 
that  the  goods  will  be  invoiced  in  dollars  and  cents.  It  should 
be  remembered  that  we  are  now  discussing  catalogue  and  price- 
list.  Special,  written,  individual  quotations  may  be  made  as 
circumstances  indicate  as  most  effective  or  profitable. 
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If  it  is  desired  for  any  reason  to  quote  only  in  foreign  cur- 
rency (a  proceeding  of  doubtful  advantage  in  a  catalogue)  then 
the  conversion  of  current  prices  in  dollars  into  these  other  for- 
eign currencies  should  be  made  in  general  or  what  we  have 
already  called  **even  money"  terms.  Thus,  the  equivalent  of 
say  $2.25  should  be  expressed  as  approximately  9s.  6d.  instead 
of,  say,  9s.  4^d.  In  francs  the  same  sum  should  be  approxi- 
mately as  Fes.  11.75  or  even  Fes.  12  instead  of,  say  Fes.  11.70, 
because  the  amounts  suggested  as  preferable  are  those  which  in 
the  other  currencies  may  be  regarded  as  the  same  sort  of  *'even 
money"  quotation  as  our  $2.25  instead  of  $2.24.^ 

Printed  Terms  of  Payment. — Full  explanation  of  terms  of 
payment  should  also  be  included  in  the  catalogue,  or  better,  in 
the  accompanying  price  or  discount  sheet.  Whatever  may  be 
done  in  correspondence,  that  is,  in  real  or  imitation  personal 
letters  addressed  to  prospects,  the  terms  that  are  named  in 
printed  fashion  should  provide  strictly  for  cash  or  guaranteed 
payments  before  shipment  of  the  goods.  No  other  general  t«rms 
ought  ever  to  be  made. 

In  quoting  such  terms  in  printed  form  for  general  distribu- 
tion they  may  be  put  briefly  and  formally,  but  it  is  usually  worth 
while  explaining  at  a  little  length  how  the  terms  demanded  may 
be  met.  The  manufacturer  may  say  that  orders  may  be  trans- 
mitted by  customers  through  their  usual  buying  agents  in  the 
United  States  or  any  reputable  export  commission  house  in  this 
country,  or  in  default  of  so  doing  orders  will,  if  necessary,  be 
executed  direct  for  the  account  of  the  customer  providing  he 
will,  in  the  case  of  small  amounts,  remit  draft  on  American 
banking  house  with  his  order.  Or,  again,  if  preferred  (the 
catalogue  may  point  out),  the  customer  may  for  his  own  pro- 
tection ask  his  local  bankers  to  open  a  credit  with  their  New 
York  banking  correspondents  in  favor  of  the  manufacturer  for 
the  full  amount  involved  (sometimes  a  fairly  large  part  of  it 
only  is  demanded  in  advance,  as  a  ''guaranty").  Customers 
should  be  asked  to  give  instructions  that  such  a  credit  be  con- 
firmed by  New  York  bankers  to  the  manufacturers,  for  payment 
against  delivery  of  ocean  bills  of  lading,  etc.,  proving  actual 

1  Naturally  the  same  liberality  in  quoting  prices  in  foreign  terms  can- 
not apply  in  the  case  of  small  units  quoted  at  home  at  only  a  few  cents* 
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shipment.  These  terms,  it  may  be  stated,  are  obviously  neces- 
sary in  the  case  of  transactions  with  new  customers  and  will  be 
recognized  as  just  and  equable,  protecting  both  buyer  and  seller. 
Letters  addressed  to  prospects  may,  of  course,  amplify  such  ex- 
planations of  terms,  or  suggest  if  not  actually  offer  modifica- 
tions as  circumstances  in  individual  cases  may  seem  to  indicate 
desirable. 

Our  customary  '^cash  discounts"  should  never  be  offered. 
If  an  inducement  to  pay  cash  before  shipment  is  thought  neces- 
sary then  a  ** special  extra"  discount  may  be  named  by  letter. 
Such  American  terms  as  **5  per  cent,  ten,  4  per  cent,  thirty,  net 
sixty  days,"  have  no  place  in  export  trading,  should  be  studiously 
avoided,  as  we  shall  understand  the  better  the  farther  we  go 
into  the  details  of  this  business.  The  manufacturer  who  cata- 
logues his  goods  ''less  2  per  cent,  cash  in  ten  days,  f.o.b. 
Pittsburgh"  betrays  his  inexperience,  does  not  encourage  confi- 
dence— ^if  he  gets  orders,  does  not  get  so  many  as  he  ought. 

DiBtribution  of  Oatalofifues.— Catalogues  for  general  distribu- 
tion will  usually  follow  the  course  of  circular  letters  addressed 
to  mailing  lists,  as  has  already  been  discussed.  Needless  to 
say,  in  the  case  of  catalogues  in  other  languages,  the  same  care 
must  be  exercised  in  putting  a  catalogue  in  a  given  language  into 
markets  where  that  language  is  spoken,  as  is  necessary  in  the 
despatch  of  letters.  A  catalogue  in  the  Spanish  language  ought 
not  to  be  sent  to  Jamaica  or  Java.  This  caution  seems  entirely 
superfluous,  but  it  is  a  curious  fact  that  there  actually  exist 
manufacturers  who  labor  under  the  impression  that  ''Spanish" 
is  suitable  for  all  "foreign"  countries.  This  criticism  is  nearly 
as  frequent  as  the  other,  that  English  catalogues  are  made  to  do 
duty  in  Spanish-speaking  Latin  America. 

No  harm  is  ever  done  by  placing  copies  of  catalogues  both  in 
English  and  in  appropriate  local  languages  in  American  con- 
sulates throughout  the  world.  In  most  of  these  offices  an  ef- 
fort is  made  to  maintain  a  catalogue  file  of  American  manu- 
factured goods  for  the  convenience  of  local  callers  seeking  in- 
formation about  our  goods,  or  for  the  consul's  assistance  in 
replying  to  inquiries  for  our  goods  that  reach  him  from  mer- 
chants in  his  district.  Actual  orders  may  sometimes  result  in 
consequence  J  but  in  principle  large  buyers  do  not  go  to  an 
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American  consulate  in  search  of  information.  They  have 
plenty  of  it  thrown  down  upon  their  desks  by  every  arriving 
mail.^ 

FoUow-np  Trade  Literature. — Just  as  a  follow-up  system  of 
circular  letters  addressed  to  foreign  prospects  is  always  desir- 
able, so  also  there  may  be  prepared  a  follow-up  system  of  litera- 
ture to  accompany  such  letters.  Such  a  system  may  include, 
for  example,  a  general  catalogue  and  a  set  of  leaflets,  folders  or 
envelope  enclosures,  each  one  of  which  may  set  forth  as  strik- 
ingly and  as  strongly  as  possible  the  selling  talk  regarding  a 
special  article  or  a  specific  quality  of  an  article.  The  object  of 
such  literature  should  be  to  tempt  inquiries  for  further  par- 
ticulars, or  if  possible  orders  for  actual  samples,  thus  giving  the 
manufacturer  an  opening  for  new  correspondence,  a  lead  which 
he  should  follow  to  the  limit.  Reliance  should  never  be  placed 
on  a  single  letter  or  catalogue,  no  matter  whether  big  and  ex- 
pensive or  small  and  cheap.  It  should  not  be  expected  that 
large  orders  will  immediately  result.  If  the  subsequent  corre- 
spondence, provoked  by  curiosity  or  interest  aroused  by  the  ad- 
vertising literature  adroitly  devised  for  this  purpose,  is  prop- 
erly handled,  then  the  anticipated  large  business  will  certainly 
follow,  of  sufficient  volume  and  profit  to  warrant  all  the  original 
investment  and  effort. 

Separate  leaflets  or  sometimes  separate  pages  from  a  catalogue, 
each  dealing  only  with  one  specialty,  may  also  be  found  useful 
by  one's  foreign  agents  to  whom  they  may  be,  on  request,  sup- 
plied in  quantities  for  local  distribution,  possibly  bearing  the 
agent's  own  imprint.    However,  it  is  generally  preferable  for 

1  In  this  regard  a  traveler  not  long  ago  wrote  to  the  American  Exporter 
from  South  America:  "However  eager  the  American  consul  may  be  to  dis- 
play the  catalogues,  the  local  merchant  does  not  get  into  the  habit  of  going 
to  the  consulate  when  he  wants  to  consult  a  catalogue.  Merchants  abroad 
must  be  reached  at  their  offices  by  periodicals  and  circulars.  It  is  very 
rarely  that  they  are  so  eager  for  information  that  they  will  take  the  trouble 
to  go  to  the  American  consulate  to  see  if  a  catalogue  is  on  hand. 

*^t  is  a  very  small  expense  for  a  manufacturer  to  send  his  catalogue  to 
all  the  American  consulates,  certainly  no  harnf  is  done,  and  sometimes 
orders  will  result  from  this  sourc;  but  some  manufacturers  seem  to  think 
that  if  they  send  their  catalogues  to  American  consulates  they  have  pretty 
thoroughly  covered  the  foreign  field.  They  have  covered  it  about  as  thor- 
oughly as  though  they  sent  their  catalogues  to  chambers  of  commerce 
throughout  the  United  States  and  not  to  individual  merchants." 


Digitized  by 


Google 


238  PRACTICAL  EXPORTING 

the  manufacturer  to  devise  his  own  advertising  literature  pri- 
marily for  his  own  purposes  in  seeking  to  enlist  the  interest,  in- 
quiries or  orders  of  the  foreign  concerns  whom  he  addresses. 
When  so  prepared  such  literature  is  likely  to  be  of  somewhat 
different  character  from  that  suitable  for  the  agent's  individual 
use  locally.  A  good  deal  of  effect  is  likely  to  be  lost  if  the  manu- 
facturer, in  preparing  such  literature,  forgets  its  prime  purpose 
and  tries  to  make  it  suitable  for  several  different  kinds  of  uses. 

Foreign  Bestrictions  on  Catalogues. — No  catalogues  or  adver- 
tising literature  of  any  sort  should  ever  be  enclosed  with  ship- 
ments of  goods  unless  customers  specifically  request  so  doing. 
There  are  many  reasons  for  this.  In  some  countries  the  import 
duties  on  catalogues  or  printed  matter  in  general  are  consider- 
ably higher  than  rates  of  duty  on  the  merchandise  with  which 
they  may  be  included  and  if  catalogues  are  placed  iii  the  same 
case  with  the  merchandise,  so  doing  may  increase  largely  the 
duties  that  must  be  paid  on  the  whole  case.  Again,  large  im- 
porters frequently  order  goods  not  for  their  own  use  or  their 
own  stock,  but  to  be  transferred  intact  directly  to  their  local 
customers.  Sometimes  these  importers  are  not  anxious  that 
their  customers  should  know  any  more  than  is  necessary  about 
the  origin  of  the  goods.  They  are  seldom  anxious  that  their 
customers  should  have  an  opportunity  of  learning  the  manu- 
facturer's prices,  and  if  a  liberal  supply  of  advertising  matter  is 
placed  in  cases  which  upon  arrival  are  immediately  turned  over 
to  such  customers,  then  the  importer  who  has  bought  and  paid 
for  the  goods  is  not  likely  to  be  highly  pleased. 

For  these  and  other  reasons  if  it  is  desired  to  send  a  quantity 
of  advertising  matter  to  a  customer  when  shipment  of  goods  is 
being  made,  it  is  usually  preferable  to  make  a  special  case  of 
such  advertising  matter  instead  of  including  it  in  cases  con- 
taining the  merchandise  itself.  This,  however,  will  involve 
the  customer  in  considerable  expense — for  ocean  freight,  land- 
ing and  custom  house  charges,  etc.,  and  in  general  it  is  not  worth 
while  attempting  to  forward  a  large  supply  of  advertising  mat- 
ter unless  at  the  suggestion  and  by  the  instructions  of  one's  cus- 
tomers. 

Both  in  Australasia  and  in  South  Africa  a  duty  is  imposed 
on  foreign  printed  matter.    This  is  intended  as  a  measure  o£ 
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protection  to  the  interests  of  local  printers  and  was  primarily 
due  to  the  practice  of  large  local  concerns  of  getting  their  own 
catalogues  and  ^eir  advertising  matter  printed  abroad  rather 
than  at  home.  The  fact  of  the  existence  of  such  duties  must 
not  be  forgotten  by  American  manufacturers,  who  must  either 
forward  catalogues  to  these  markets  with  discretion  and  in 
limited  amounts  by  any  one  mail,  or  must  make  arrangements 
for  the  local  payment  of  the  required  duties  at  the  other  end. 
Otherwise  the  prospects  whom  they  address  will  be  called  upon 
to  pay  these  duties  and  will  not  be  particularly  delighted  thereat, 
especially  if  the  catalogues  are  sent  without  their  knowledge  or 
consent. 

The  regulations  in  force  in  the  Union  of  South  Africa  have 
thus  been  oflBcially  stated : 

**The  Government  of  the  Union  of  South  Africa  notify  in 
connection  with  the  tariflf  of  custom  duty  on  advertising  matter, 
including  catalogues,  price  lists,  almanacs,  calendars,  labels, 
posters  and  show  cards,  that  when  any  of  the  above  named  items 
are  sent  to  any  person  or  firm  in  the  Union  of  South  Africa 
through  the  medium  of  the  post  oflSce  the  duty  payable  thereon 
may  be  prepaid  by  means  of  stamps  aflSxed  to  each  separate  let- 
ter, packet  or  parcel.  Stamps  of  various  denominations  may  be 
purchased  at  the  office  of  the  High- Commissioner  for  the  Union 
Government  of  South  Africa,  72  Victoria  Street,  London,  S.  W. 

**The  duty  on  the  articles  enumerated  above  is  3d.  per  pound, 
or  25  per  cent,  ad  valorem,  whichever  shall  be  greater. 

**The  following  assessment  is  now  in  force  for  catalogues  of 
non-South  African  firms: 

Up  to  8  ounces   free 

Over  8  ounces  and  up  to  16  ounces 2d. 

Over  16  ounces  and  up  to  24  ounces 3d. 

Over  24  ounces  and  up  to  32  ounces 4d. 

and  thereafter  at  the  rate  of  Id.  for  each  additional  8  ounces  or 
fraction  thereof. 

**The  stamps  must  be  affixed  to  the  reverse  side  of  the  packets. 
They  are  prohibited  on  the  address  side.  ^ 

'*  Under  the  imperial  post  office  regulations  packages  or  par- 
cels of  over  five  pounds  in  weight  must  be  sent  by  parcel  post,  in 
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r^ard  to  which  there  are  special  regulations  dealing  with  the 
question  of  customs  declaration." 

It  would  appear  from  the  foregoing  that  any  packet  of  printed 
matter  under  eight  ounces  is  admitted  duty  free  and  it  may  be 
possible  that  if  heavier  catalogues  were  addressed  to  South 
African  prospects,  one  or  two  at  a  time,  perhaps  to  concerns 
in  different  states,  even  such  catalogues  might  escape  the  pay- 
ment of  duty,  although  a  certain  risk  would  be  involved. 

In  Canada  there  is  a  duty  of  15  cents  per  pound  on  adver- 
tising matter  sent  through  the  mails  even  though  each  piece 
is  separately  addressed,  but  this  does  not  apply  to  bona  fide 
wholesale  trade  catalogues  or  price  lists.  If  the  latter  are  sent 
not  more  than  three  to  any  one  address  of  actual  dealers  or 
wholesale  buyers  then  they  are  free  of  duty. 

The  Commonwealth  of  Australia  imposes  a  duty  of  lOd.  per 
pound  on  advertising  matter  including  catalogues  which  are 
sent  through  the  mails  or  otherwise.  This  duty  is,  however, 
imposed  only  when  it  amounts  to  1  shilling  on  catalogues  received 
in  any  one  mail  for  one  Australian  state.  The  states  of  the  Aus- 
tralian Commonwealth  are  New  South  Wales,  Victoria,  Queens- 
land, South  Australia,  West  Australia  and  Tasmania.  Austral- 
ian customs  stamps  for  the  prepayment  of  duties  may  be  pur- 
chased of  the  representative  of  the  Department  of  Trade  and 
Customs  of  Australia,  who  has  an  ofiSce  in  New  York.  It  will 
be  observed  that  unless  catalogues  sent  by  one  mail  to  one  state 
weigh  one  pound  or  a  little  more  no  duty  is  imposed.  If  it  is 
desired  to  send  large  quantities  of  catalogues  it  is  possible  in- 
stead of  purchasing  duty  paid  stamps  and  afSxing  them  to  each 
piece  of  mail  matter,  to  stamp  each  piece  ''Duty  Forwarded  un- 
der Separate  Cover,"  and  after  weighing  the  total  quantity  remit 
the  required  amounts  of  duty  by  international  post  office  money 
order  to  the  deputy  postmaster  general  at  the  capital  of  the  state 
to  which  the  catalogues  are  addressed.  That  official  when  put  in 
possession  of  the  amount  of  the  required  duty  will  permit  its 
free  importation  and  distribution.  Again,  arrangements  may  be 
made  with  forwarding  agents  to  ship  by  freight  cases  of  cata- 
logues properly  wrapped  and  addressed  and  to  pay  import  duties 
at  destination  and  affix  local  postage  stamps. 

In  Bussia  there  is  also  a  duty  on  catalogues  or  other  trade 
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literature  printed  in  the  Bnssiaa  language  but  single  copies  sent 
by  mail  are  exempt  from  duty.  It  should  be  noted  that  all 
printed  matter  imported  into  Russia  has  heretofore  been,  even  in 
normal  times,  subject  to  government  censorship. 

Brazil  does  not  allow  more  than  four  ounces  of  lithographed 
or  similar  colored  advertising  matter  to  be  imported  by  mail. 
This  does  not  usually  aflfect  catalogues  sent  out  by  American 
manufacturers  but  applies  to  the  distribution  by  mail  of  posters 
and  similar  advertising  matter.  Advertising  posters  for  Brazil 
should  be  highly  artistic,  richly  lithographed  or  embossed,  and 
printed  in  the  Portuguese  language,  since  municipal  laws  (at  least 
in  some  cities)  prohibit  the  display  of  posters  in  other  languages. 
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CHAPTER  VIII 

EXPORT  COMMISSION  HOUSES 

Importance  and  Usefulness  of  Export  Hotises — Commission 
Houses,  Merchants  and  American  Buying  Offices  of  Foreign 
Concerns — Their  Operations  as  Buyers  and  Shippers  of  Ooods 
— Commission  Houses  Considered  as  Agents  and  Introducers 
of  New  Lines — Policy  of  Giving  Such  Houses  Preferential 
Treatment  and  Granting  Special  Prices. 

NOT  long  ago  a  manufacturer  on  receiving  an  inquiry 
for  his  goods  from  a  concern  in  Peru  wrote  in  reply, 
**We  have  taken  this  up  with  our  New  York  exporter." 
What  did  this  manufacturer  expect  would  result?  What  reason 
had  he  for  thinking  that  the  **New  York  exporter''  in  question 
would  be  able  to  get  an  order  from  the  prospect  in  Peru?  It 
happened  that  that  New  York  house  is  not  known  as  having  any 
business  relations  in  Peru.  It  is  supposed  to  confine  its  opera- 
tions largely  if  not  wholly  to  Australasia. 

Perfectly  natural  is  the  question  in  the  mind  of  the  manu- 
facturer first  beginning  to  think  about  extending  his  export 
trade,  **Why  not  turn  all  my  export  business  over  to  a  profes- 
sional export  house  and  be  done  with  it?"  It  would  indeed  be 
quite  too  good  to  be  true  were  it  possible  thus  to  avoid  all  fur- 
ther attention  and  simply  draw  big  dividends  from  the  eflForts  of 
the  professional  exporter.  But  there  is  no  royal  road  to  suc- 
cess in  the  export  trade  any  more  than  in  domestic  trade,  cer- 
tainly not  the  proposed  road. 

The  effort  in  this  chapter  has  been  to  treat  with  perfect  im- 
partiality the  vexed  question  of  relations  between  manufacturer 
and  export  commission  house.  Both  sides  are  presented.  If 
condemnation  of  some  practices  of  some  of  those  houses  seems 
severe,  it  is  to  be  remembered  that  the  Exporters'  and  Im- 
porters' Association  of  New  York  was  formed  by  these  very 
houses  lar^el^  tp  Qorrect  abuses  in  the  trade,  and  the  readei^ 
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must  not  overlook  the  equally  emphatic  approval  Jiere  given 
other  phases  of  their  work.  Numbers  of  them  are  large,  rich, 
important — some  of  them  indispensable  in  the  nation's  foreign 
trade.  Their  assistance  and  patronage  are  valuable  elements  in 
the  success  of  most  manufacturers  in  export  trading.  The 
author  himself  was  for  years  engaged  in  the  export  commission 
business.  He  has  steadily  fought  the  prejudice  against  these 
houses  which  undoubtedly  exists  among  some  manufacturers, 
has  urged  a  fairer  attitude  towards  them.  But  to  cooperate 
with  them,  even  to  deal  with  them — intelligently — ^involves  a 
thorough  knowledge  of  their  position  and  operations.  Given 
that  knowledge,  the  manufacturer  should  be  able  to  establish  his 
business  with  them  on  a  profitable  and  advantageous  basis. 

The  value  of  export  houses  to  a  manufacturer  must  be  neither 
exaggerated  nor  underrated — it  must  be  fairly  appraised  from 
an  intelligent  appreciation  of  the  circumstances  in  each  indi- 
vidual case.  We  must  ask  ourselves  what  are  these  houses, 
how  do  they  operate,  what  facilities  do  they  offer  us  as  a  whole, 
what  do  individual  houses  offer? 

NTTHBEB  AND  IMPOBTANOE  OF  EXPORT  HOUSES 

According  to  the  latest  edition  of  the  **  Export  Trade  Direc- 
tory" there  are  in  New  York  City  alone  1,729  so-called  export 
commission  houses.  More  than  350  others  are  listed  in  New 
Orleans,  San  Francisco  and  many  other  American  ports.  Elimi- 
nating a  few  specialists,  exporters  devoted  solely  to  great  staples 
like  grain  and  cotton,  there  yet  remains  a  large  body  of  busi- 
ness concerns  devoting  themselves  exclusively  to  the  general 
export  trade  in  all  sorts  of  goods,  depending  on  it  alone  for 
bread  and  butter.  Similar  houses  exist  in  large  numbers  in 
other  countries.  In  London  there  are  1,596  houses  similarly 
classified,  in  Hamburg,  before  the  war,  1,189  were  so  listed. 

Important  Trade  of  Export  Houses. — These  American  houses 
undoubtedly  originated  a  large  part  of  the  enormous  export 
trade  which  the  United  States  enjoys  to-day.  Undoubtedly,  too, 
they  continue  to  handle  the  greater  part  of  our  existing  trade. 
It  was  estimated  before  the  development  of  munition  and  war 
supply  exports  that  from  six  to  twelve  of  these  houses  handled 
one  quarter  of  the  sum  total  of  American  exports.    It  has  been 
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said  that  one  or  two  houses  control  one-half  of  our  whole  trade 
with  China.  The  head  of  one  of  the  largest  New  York  export 
houses  has  asserted  that  forty  years  ago  these  houses  did  90  per 
cent,  of  the  American  export  trade,  that  to-day  they  handle 
only  70  per  cent.,  perhaps  not  over  60  per  cent.  Prominent 
men  in  the  South  American  trade  estimate  that  from  70  to  80 
per  cent,  of  that  trade  is  still  handled  by  export  commission 
houses.  A  similar  if  not  larger  percentage  of  our  exports  to 
Australasia  and  South  Africa  is  handled  by  such  houses.  It  is 
probably  true  that  up  to  the  present  it  has  chiefly  been  these 
houses  that  have  extended  credit  for  American  goods  to  impor- 
ters in  Latin  America  and  the  Far  East. 

Prejudice  Against  Export  Houses. — ^An  unwarranted  preju- 
'  dice  against  these  export  houses  exists  in  the  minds  of  many 
American  manufacturers.  They  seem  to  be  considered  by  those 
who  have  not  thoroughly  comprehended  their  operations  as 
parasites  on  our  export  trade,  or,  as  expressed  by  an  officer  of 
one  of  the  largest  exporting  concerns,  a  political  as  well  as  com- 
mercial power  on  the  West  Coast  of  South  America,  *'The 
American  manufacturer  has  somehow  formed  a  notion  that  the 
exporter  is  something  like  a  leech  upon  the  factory.  In  his  igno- 
rance of  the  facts  the  manufacturer  even  persuades  himself  that 
the  exporter  is  exacting  a  tribute  akin  to  blackmail  and  conse- 
quently is  inimical  and  should  be  eliminated." 

On  the  other  hand,  there  are  many  manufacturers  disposed 
to  exaggerate  the  importance  of  these  houses  or  their  necessity 
in  the  adequate  extension  of  our  trade  in  other  lands.  Un- 
doubtedly the  truth,  as  usual,  lies  somewhere  between  these  two 
extremes. 

Exporters  as  Middlemen. — Certainly  the  export  houses  are 
not  the  "whole  thing."  Probably  the  notable  world-wide 
tendency  toward  the  elimination  of  the  middleman  is  often 
carried  to  too  great  lengths.  The  president  of  one  of  the  large 
New  York  exporting  houses,  in  a  paper  read  before  a  conven- 
tion of  the  American  Hardware  Manufacturers'  Association,  de- 
clared: ''The  wholesale  merchants  have  changed  with  the  times 
and  the  exporters  have  done  so,  or  certainly  should  have  done 
so,  as  well.  I  do  not  see  why  you  manufacturers  should  not  be 
able  to  sell  your  own  goods  in  this  country  over  the  head  of 
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the  jobber  and  become  jobbers  yourselves,  and  I  do  not  see  why 
you  should  not  be  able  to  do  your  own  exporting  over  the  head 
of  the  exporter  and  become  exporters;  but  I  know  one  thing, 
that  the  work  of  marketing  the  goods  must  be  learned,  must  be 
carefully  studied  and  cannot  be  accomplished  without  an  in- 
vestment of  brain,  capital  and  expense,  just  the  same  as  one  or 
the  other  principle  of  the  manufacturing  process  is  nothing  but 
a  link  in  the  chain  of  work  from  producer  to  consumer.  The 
question  for  your  consideration  is  whether  you  can  run  that  sell- 
ing or  exporting  department  at  a  less  expenditure  and  with 
greater  efficiency  than  it  would  cost  you  under  the  division  of 
labor  by  handing  over  that  work  to  another  department,  which, 
if  you  please,  we  may  call  the  jobber  exporter."  It  should  be 
noted  in  passing  that  the  speaker  was  here  arguing  for  his  own 
side  of  the  question.  We  shall  shortly  have  occasion  to  consider 
the  possibilities  of  export  houses  as  ''export  department." 

Export  Commission  Houses  not  Brokers. — Meanwhile,  the 
reader  must  be  warned  against  a  very  frequent  confusion  of 
ideas  in  the  minds  of  American  manufacturers,  at  least  a  con- 
fusion of  terms  in  their  references  to  houses  now  under  dis- 
cussion. These  export  commission  houses  are  not  ''brokers." 
They  must  not  be  confused  with  the  manufacturers'  combination 
export  agents  or  "export  managers,"  another  large  body  of  men 
who  are  notable  in  export  circles  in  New  York  and  some  otlier 
cities,  whose  province  we  have  already  examined.  The  manu- 
facturers' export  agent  takes  the  place  of  a  New  York  salesman 
for  the  factories  which  he  represents  in  so  far  as  the  export 
trade  is  concerned.  He  cultivates  the  trade  of  the  export  com- 
mission houses.  The  export  commission  houses  cultivate  trade 
only  in  foreign  countries.  One  of  them  in  New  York  cannot 
and  does  not  attempt  to  sell  another  New  York  house  in  the 
same  category,  no  matter  what  agencies  for  American  factories 
it  may  control.  Wanamaker  cannot  cherish  high  hopes  of  suc- 
cess in  trying  to  sell  Marshall  Field.  They  are  not  properly 
"brokers,"  although  William  Harris  Douglas,  of  the  important 
exporting  house  of  Arkell  &  Douglas,  has  used  that  term  sar- 
castically in  saying,  "The  American  exporter,  that  is  the  Amer- 
ican export  commission  house  is  no  longer  a  merchant,  no  longer 
a  commission  house,  he  is  simply  a  broker,  an  intermediary  be- 
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tween  you  (the  American  manufacturer)  and  the  buyer  abroad.'* 
The  term  export  merchant  or  export  commission  merchant  is 
commonly  used  in  reference  to  these  houses.  As  a  matter  of 
fact  there  are  few  of  them  which  are  properly  to  be  called 
** merchants."  First  of  all,  we  have  to  decide,  therefore,  just 
what  are  these  1,700  export  houses  in  New  York. 

EXPORT  MEBOHANTS 

A  "merchant,''  in  the  old  and  preferable  definition  of  the 
word,  is  a  business  house  engaged  in  buying  and  selling  goods 
for  its  own  account  in  the  oversea  trade.  Such  were  our  early 
American  export  merchants.  They  used  to  buy  quantities  of 
goods,  load  them  on  board  a  ship  and  send  them  to  some  foreign 
market  to  be  sold  there  to  the  best  advantage  possible,  re-load- 
ing the  vessel  with  foreign  goods  and  bringing  them  home  for 
sale  here.  The  advent  of  the  steamer,  of  quick  mails  and  of 
instantaneous  cable  communication,  long  ago  changed  all  such 
operations  even  in  the  wildest  and  most  undeveloped  quarters 
of  the  globe.  Export  merchants  still  exist  but  their  operations 
are  of  quite  a  different  character. 

Export  Merchants  in  Europe. — In  England,  for  example, 
there  are  great  houses  properly  to  be  called  export  merchants 
who  simply  loan  their  capital  to  importers  in  colonial  or  foreign 
markets.  Such  a  British  house,  for  example,  decides  to  place 
£50,000  in  South  Africa.  Certain  importers  who  are  thor- 
oughly well  known  to  the  principals  are  given  varying  credits — 
£5,000  to  one,  £10,000  to  another,  etc.  These  importers  order 
from  England  such  goods  as  they  please,  their  bills  are  paid  by 
the  British  export  merchant  but  the  latter  does  not  interest  him- 
self in  the  character  or  the  source  of  the  goods  ordered.  He 
simply  restricts  the  amount  of  money  which  he  is  willing  to  ad- 
vance to  each  customer  who  is  obligated  for  such  amount  by  in- 
terest bearing  notes  or  other  securities.  Large  Hamburg  export 
merchants  have  done  business  in  a  little  different  fashion.  Al- 
though they  loaned  money  liberally  in  certain  foreign  markets,  it 
was  usually  done  in  connection  with  export  and  import  opera- 
tions and  in  exporting  to  their  foreign  customers  they  have 
virtually  shipped  their  own  goods,  ''neutral"  goods  bearing  no 
marks  of  origin,  that  is,  their  customers  have  not  been  permitted 
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to  know  the  actual  manufacturers  or  other  sources  of  the  goods 
shipped  to  them. 

Export  Merchants  in  the  United  States. — It  is  doubtful  if 
there  are  more  than  a  dozen  American  export  merchants,  prop- 
erly so-called,  in  all  the  United  States.  There  are  buying  offices 
here  for  foreign  merchants  but  these  we  must,  for  the  moment, 
disregard.  Leaving  out  of  consideration  two  prominent  houses 
in  the  trade  of  the  West  Coast  of  South  America,  one  hardware 
exporter  who  has  been  exceedingly  important  in  European  fields, 
one  old  and  rich  house  which  as  banker  works  on  lines  similar 
to  English  and  German  houses,  and  a  few  minor  concerns,  who 
may  properly  be  called  export  merchants,  most  of  our  Ameri- 
can exporters,  if  they  operate  to  any  extent  as  merchants,  do 
so  only  in  certain  lines  of  goods  which  it  has  been  found  can 
only  be  profitably  developed  in  a  special  and  usually  a  limited 
market  through  carrying  stocks  of  those  goods.  A  great  dif- 
ference of  opinion  is  manifested  among  New  York  exporters 
themselves  as  to  whether  export  houses  are  properly  to  be  called 
merchants.  As  to  how  some  of  these  New  York  export  houses 
themselves  describe  their  operations  we  have  recently  had  several 
declarations  in  public  and  in  print  which  are  worthy  of  note. 

Claim  to  Stock  Gk)0<|8. — We  find,  for  example,  William  E. 
Peck,  of  the  New  York  export  firm  headed  by  him,  reported  in 
the  printed  proceedings  of  the  second  National  Foreign  Trade 
Convention  as  having  in  the  course  of  a  speech  said:  ** There 
seems  to  be  a  very  great  deal  of  misunderstanding  about  the 
functions  or  operations  of  a  New  York  export  house  or  shipping 
concern.  There  seems  to  be  an  idea  that  these  houses  only  do  a 
commission  business.  As  a  matter  of  fact  nearly  all  of  the 
large  houses  stock  goods  in  the  different  cities  where  they  have 
branches  and  sell  from  these  stocks.  In  London,  for  instance, 
we  have  stocked  goods  since  1888.  We  do  business  ther^e  in  the 
English  way.  We  conform  in  every  way  to  the  English  method 
of  doing  business.'^ 

Differing  Points  of  View.— On  the  other  hand,  in  an  address 
before  the  Foreign  Commerce  class  conducted  by  the  West  Side 
Y.  M.  C.  A.,  of  New  York,  Welding  Ring,  of  the  export  and  im- 
port house  of  Mailler  &  Quereau,  interested  largely  in  the  Aus- 
tralian trade,  and  President  of  the  American  Exporters'  and 
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Importers'  Association,  a  body  composed  exclusively  of  what 
are  commonly  known  as  export  commission  houses,  declares  in 
the  printed  report  of  his  lecture,  '*One  of  the  conditions  in- 
sisted upon  by  our  buyers  in  Australia  and  New  Zealand  is  that 
a  commission  house  shall  not  be  interested  in  importing  and  sell- 
ing goods  on  its  own  account.  They  very  rightly  claim  that 
both  branches  of  the  business  cannot  be  conducted  in  harmony. 
It  would  not  be  fair  for  a  large  buyer  or  even  a  small  one  in 
Australia  to  get  an  order  for  any  line  of  goods,  and  particularly 
for  specialties  and  then  have  the  commission  house  order  out  a 
similar  shipment  and  immediately  be  in  competition  with  the 
parties  from  whom  they  received  the  order.  The  Australians 
are  very  sensitive  on  this  point  and  they  will  not  tolerate  action 
of  such  nature." 

It  will  hardly  be  denied  by  the  export  houses  themselves  that 
only  a  very  limited  number  of  the  1,700  houses  listed  in  New 
York  as  exporters  carry  any  stocks  of  goods  in  any  market 
where  they  do  business.  If  one  of  them  carries  stocks  of  Ameri- 
can toys  in  London,  or  stocks  of  photographic  and  similar  novel- 
ties at  some  center  on  the  Continent  of  Europe,  this  is  a  special 
development  of  his  trade  and  hardly  suflSces  to  justify  the  good 
old  term  ''merchant.'*  The  exporter  who  carries  toys  in  Lon- 
don does  not  also  carry  stocks  of  other  goods,  certainly  not  of 
the  great  commodities  of  commerce  which  should  properly  justify 
the  assumption  of  the  merchant  title.  Such  a  house  is  more 
fairly  to  be  called  a  toy  jobber — a  sharp  distinction  in  terms. 

AMERICAN  OFFICES, OF  FOREIGN  HOUSES 

Each  passing  year  sees  established  at  New  York,  or  at  some 
other  convenient  American  port,  more  and  more  buying  offices 
of  foreign  business  houses.  All  of  them  are  buyers  of  goods  for 
export,  but  many  of  them  are  buying  offices  for  certain  in- 
dustrial enterprises  such  as  railways,  mines,  sugar  mills,  etc.,  lo- 
cated in  foreign  countries.  Perhaps  one-quarter  of  the  whole 
number  represent  actual  buyers  of  general  lines  of  merchandise, 
that  is,  represent  large  wholesale  or  even  large  retail  foreign 
business  houses,  or  in  some  cases  foreign  merchants,  properly  so 
described. 

Buyers  Here  for  Local  Enterprises.— The  buying  offices  es- 
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tablished  in  the  United  States  by  foreign  houses  have  in  almost 
all  eases  merely  followed  the  development  of  the  business  of  such 
houses  from  beginnings  of  experience  with  American  goods  made 
in  other  fashion.  It  has  been  found  desirable  by  these  large 
customers  for  our  wares  to  establish  their  own  buying  office  here 
instead  of  attempting  direct  relations  with  manufacturers  or 
suppliers  at  long  range,  or  instead  of  employing  export  com- 
mission houses  as  buyers. 

When  the  purchases  of  American  goods  by  a  foreign  house 
mount  up  to  $100,000  or  $200,000  a  year,  it  is  clear  that  if  it 
costs  the  buyers  say  2V2  per  cent,  commission  to  have  their  re- 
quirements attended  to  in  this  country  by  outside  parties  then  it 
becomes  a  question  whether  their  business  cannot  be  more  satis- 
factorily and  perhaps  more  economically  carried  on  by  sending 
to  this  country  as  buyer  one  of  their  own  employees,  whose  sole 
interest  will  be  the  advantage  of  his  principals.  Moreover,  a 
few  of  the  houses  thus  represented  in  the  American  market 
are 'both  importers  and  exporters.  They  not  only  buy  Ameri- 
can goods  here  but  they  ship  to  the  United  States  foreign  com- 
modities which  their  American  offices  dispose  of  to  such  profit 
as  may  be  possible.    These  are  instances  of  proper  merchants. 

Buying  Offices  of  Import  and  Export  Merchants. — ^We  find 
in  New  York  such  examples  of  British,  French,  Australian,  Japa- 
nese and  other  nationalities.  Japanese  houses  buy  in  the  United 
States  railway  and  engineering  supplies  and  many  other  lines  as 
well,  but  import  into  the  American  market  Japanese  silks, 
mattings  and  other  native  products.  Houses  of  British  natio'n- 
ality  ^hose  main  business  lies  in  quite  other  parts  of  the  world 
maintain  offices  in  New  York  for  the  purchase  of  American  sup- 
plies, say,  for  their  branches  in  the  Orient,  and  for  the  sale  here 
of  similar  Oriental  products  to  those  which  the  native  Japanese 
houses  sell. 

An  example  may  be  found  in  the  New  York  establishment  of 
a  large  house  of  British  nationality  whose  business,  however, 
lies  in  the  Far  East  where  a  chain  of  houses  is  established  in  the 
principal  ports  of  China  and  Japan.  The  New  York  branch  of 
this  English  house  has  been  a  large  importer  of  mattings  and 
other  Oriental  products,  and  at  the  same  time  has  been  a  large 
exporter  of  American  cotton  piece  goods  and  of  machinery  of 
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various  descriptions.  It  should  be  noted  that  houses  of  this 
sort  also  maintain  their  buying  oflBces  in  London  and  in  other 
important  European  commercial  cities. 

Buying  Houses  of  Local  Specialists. — In  addition  to  mer- 
chants, in  the  old  fashioned  acceptation  of  that  term,  like  those 
just  referred  to,  we  have  also  in  New  York  the  buying  offices  for 
large  foreign  concerns  doing  a  local  wholesale,  or  wholesale  and 
retail  business  abroad  in  certain  definite  lines.  Some  foreign 
department  stores,  for  example,  maintain  buyers  herej  some 
local  importers  of  other  specialized  lines — agricultural  imple- 
ments, furniture  or  hardware,  for  example.  As  a  rule,  such 
houses  are  strictly  local.  There  are,  however,  examples  of  spe- 
cialized business  houses  which  have  establishments  in  several  coun- 
tries, one  for  example  doing  business  in  machinery  and  agricul- 
tural implements  in  both  Brazil  and  the  Argentine  Republic. 

Buyers  Here  Only  Links  in  a  Chaixl.— The  nationality  of 
these  buyers  of  American  goods  is  a  matter  of  no  importance 
at  all.  The  head  buyer  in  New  York  for  a  large  British  con- 
cern whose  business  lies  in  the  Argentine  Republic  was  for  a 
long  time  a  German.  A  big  German  house,  whose  business  estab- 
lishments were  all  in  the  Far  East,  employed  Englishmen  as 
cotton  experts  in  its  New  York  office  for  the  purchase  of  Ameri- 
can cotton  goods.  These  buyers,  whether  Germans  acting  for 
English  houses  in  South  America,  or  whether  Englishmen  act- 
ing for  German  houses,  were  not  sent  here  to  the  United  States 
to  do  as  little  as  possible  in  American  goods.  They  were  sent 
here  to  buy  all  the  goods  of  our  manufacture  which  their  houses 
in  any  part  of  the  world  might  regard  as  profitable  lines  to 
handle.  The  same  houses,  as  has  been  suggested,  have  also  buy- 
ing offices  in  England,  very  likely  in  France  and,  before  the 
war,  Germany  also.  The  buyers  in  New  York  have  money  and 
fame  for  themselves  to  make ;  their  effort  is  to  increase  the  busi- 
ness of  their  principals  in  American  goods,  that  is,  increase  their 
own  business,  as  fast  as  possible  but  always  on  an  advantageous 
basis. 

If  it  is  a  question  of  buying  pumps  for  Argentina,  the  man- 
ager in  New  York  for  a  Buenos  Aires  establishment  will  secure 
the  best  quotations  possible  in  this  country.  At  the  same  time, 
offices  of  the  same  house  in  London  and  in  Continental  Europe 
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will  be  securing  quotations  for  similar  kinds  and  grades  of 
pumps.  All  offices  know  what  the  others  are  doing  and  the 
order  ultimately  goes  to  the  manufacturer  of  no  matter  what 
nationality  who  makes  the  lowest  offer  or  presents  convincingly 
the  greatest  advantages  for  the  goods  to  be  supplied. 

THE  EXPORT  COMMISSION  HOUSE 

The  great  bulk  of  the  1,729  export  houses  listed  in  the  City 
of  New  York  and  of  over  350  more  listed  in  the  Export  Trade 
Directory  as  established  at  other  American  ports,  are  properly 
to  be  distinguished  as  export  commission  houses.  It  is  well  nigh 
impossible  to  give  an  accurate  and  comprehensive  definition  of 
this  term  ** export  commission  house.'' 

Export  Commission  Business  Defined.— The  fact  that  such  a 
house  buys  and  pays  for  the  goods  which  it  orders  from  the 
manufacturer  is  misleading  in  the  minds  of  many  manufacturers. 
In  its  primitive  sense  the  term  export  commission  house  applies 
to  the.  American  firm  which  simply  executes  orders  received  by 
it  from  foreign  customers,  charging  the  latter  a  certain  rate  of 
commission  in  return  for  acting  for  it  as  its  representative  in  the 
United  States.  Nowadays,  however,  the  operations  of  the  ex- 
port commission  houses  are  varied  and  very  much  mixed.  Most 
of  them  do  the  bulk  of  their  business  on  a  commission  basis. 
Some  of  them  do  a  little  as  merchants,  most  of  them  do  as  much 
as  they  can  as  agents  for  specific  American  lines.* 

The  enormous  foreign  business  carried  on  by  many  of  these 
houses  is  not  always  appreciated.  The  manufacturer  who  does 
an  export  business  of  $100,000  a  year  may  be  very  well  pleased 
with  himself.    The  manufacturer  who  has  a  total  annual  turn- 

iThe  head  of  a  large  New  York  export  house  has  stated:  "There  is  a 
difference  between  exporter  and  exporter.  We  have  those  who  work  on 
antiquated  lines,  sit  behind  their  office  desks  with  nothing  more  than  an 
office  expenditure,  wait  for  indents  from  their  clients  to  buy  what  they 
ask  for,  charge  a  small  commission  for  financing,  and  then  are  done  with 
the  business.  There  are  exporters  who  are  alive  and  progressive,  who  have 
their  traveling  men  all  over  creation  carrying  extensive  sets  of  samples. 
There  are  exporters  who  even  carry  stocks  in  different  parts  of  the  world 
and  so  to  speak  take  the  position  of  the  manufacturer's  foreign  agent." 
This  gentleman's  own  business,  be  it  noted,  is  chiefly  as  a  merchant;  few 
of  his  confreres  operate  in  the  same  fashion.  "Indent"  is  the  term  often 
U9ed  in  referring  to  commission  house  orders. 
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over,  domestic  and  foreign  combined,  of  a  million  dollars  a  year 
is  called  a  big  house.  There  are  scores  of  export  houses  which 
do  a  business  of  $100,000  a  week,  dozens  having  a  monthly  busi- 
ness of  several  million  dollars  exclusively  in  the  export  trade. 
However,  it  is  a  common  mistake  among  manufacturers  to  re- 
gard any  ** exporter's*'  letter-head  as  the  indication  of  a  large 
concern.  There  are  many  of  these  exporters  who  are  small  and 
insignificant  factors  in  the  trade,  many  even  of  doubtful  reputa- 
tion and  credit  standing. 

Advantages  to  Foreign  Buyers. — ^A  great  many  foreign 
buyers  believe  they  find  certain  facilities  in  passing  their  orders 
(or  indents,  we  may  use  the  term  without  distinction)  for  Amer- 
ican goods  through  export  commission  houses,  facilities  which 
are  worth  to  them  the  small  commission  charged  by  these 
houses.  For  example^  take  an  Australian  importer  of  Ameri- 
man  hardware.  Every  few  months  he  may  have  orders  to  place 
with,  say,  fifty  diflferent  American  manufacturers  of  sundry 
kinds  of  hardware.  Instead  of  undertaking  correspondence 
with  fifty  isolated  manufacturers,  the  Australian  house  sends  all 
fifty  orders  under  one  cover  to  that  New  York  export  com- 
mission house  with  which  mutually  satisfactory  arrangements 
have  been  made.  The  orders  are  distributed  by  the  commission 
house  to  the  manufacturers,  the  goods  collected  together  and 
shipped  on  one  bill  of  lading;  the  commission  house  pays  the 
fifty  individual  suppliers  and  finances  the  operation  in  one  draft 
on  the  Australian  house.  The  latter  is  relieved  of  the  work  and 
annoyance  which  would  have  been  entailed  by  attempting  direct 
relations  with  each  of  these  fifty  manufacturers  and  the  conse- 
quent receipt  of  fifty  different  bills  of  lading,  drafts,  insurance 
documents,  etc. 

The  foreign  buyer  operating  through  an  American  export 
commission  house  relies  on  it  frequently  for  obtaining  new 
goods  to  the  best  advantage.  Tt  may  even  place  the  orders  in 
blank  to  be  executed  by  the  American  house  according  to  its 
best  judgment.  Certain  credit  is  usually  extended  by  the  com- 
mission house  connections  of  foreign  buyers.  This,  however, 
usually  takes  the  form  of  acceptances  of  sixty-  or  ninety-day 
drafts  which  will  be  better  understood  when  such  financing  is 
examined  in  a  later  chapter.    However,  in  attempting  to  do 
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business  directly  with  manufacturers,  foreign  buyers  frequently 
encounter  objections  on  their  part  to  similar  terms,  because  many 
manufacturers  are  not  familiar  with  international  banking  oper- 
ations. 

Eeal  economies  in  freight  charges  are  eflfected  when  an  export 
house  collects  and  ships  on  one  bill  of  lading  many  small  lots  of 
goods  from  isolated  manufacturers — often  saving  on  the  freight 
as  much  as  or  more  than  its  charge  for  commission  amounts  to. 

Other  advantages  which  foreign  importers  believe  they  find 
through  entrusting  purchases  to  export  commission  houses  in- 
clude the  responsibility  which  is  assumed  by  the  latter  as  a 
middleman,  as  to  the  character  of  the  goods  shipped,  adequate 
packing  and  protection,  etc.  In  most  cases  this  responsibility 
resolves  itself  down  to  acting  as  intermediary  here  between 
buyer  and  manufacturer  when  complaint  is  made  that  the  lat- 
ter has  not  properly  made  shipment.  The  exporters  seldom  ex- 
amine shipments,  rarely  if  ever  unpack  cases  or  check  contents, 
usually  never  see  the  cases  they  ship.  They  rely  absolutely  on 
the  manufacturers  from  whom  they  buy.  Again,  export  com- 
mission houses  offer  facilities  for  quoting  on  complete  plants 
when  individual  manufacturers  each  make  only  a  part,  perhaps 
one  out  of  many  required  parts. 

In  Varying  Favor  Abroad. — Commission  houses,  however, 
are  not  universally  used  or  approved  of.  The  ambition  to  do 
away  with  the  middleman  is  much  more  notable  in  certain  parts 
of  the  world  than  in  others.  In  normal  times  it  is  especially 
characteristic  of  all  of  Europe.  Buyers  there,  accustomed  for 
the  most  part  to  doing  business  direct  with  factories,  often  ob- 
ject strenuously  to  a  middleman  of  any  description  whatever, 
and  only  a  limited  number  of  American  export  commission 
houses  have  business  of  any  importance  in  Europe,  the  sole  ex- 
ceptions being  either  in  great  staple  lines,  like  cotton  or  grain, 
or  in  certain  specialities  for  which  the  greater  part  of  a  business 
has  been  worked  up  as  jobbers. 

It  is  also  characteristic  of  houses  in  other  parts  of  the  world, 
who  are  just  beginning  to  import  their  own  goods  that  an  effort 
is  made  to  disregard  the  export  commission  house  and  establish 
direct  relations  with  manufacturers.    This  is  true  of  many  con- 
cerns in  Latin  America.    Sometimes  they  are  of  too  small 
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caliber  to  justify  direct  individual  relations  and  undoubtedly 
the  greater  part  of  this  trade  should  preferably  remain  in 
the  hands  of  competent  exporters.  Almost  all  of  the  Central 
American  trade  is  a  business  in  the  exchange  of  products. 
Buyers  in  those  republics  consign  shipments  of  coflEee,  hides,  ma- 
hogany, cocoa,  chicle,  etc.,  to  their  agents  in  the  United  States, 
and  the  latter  buy  and  ship  to  their  Central  American  connec- 
tions such  American  supplies  as  they  require.  Comparatively 
little  of  this  trade  can  be  or  ought  to  be  done  direct  from  manu- 
facturer to  local  buyer. 

In  general,  it  may  be  said  that  the  fad  for  ** direct  relations" 
Qfi  the  part  of  many  importers  in  foreign  countries  has  extended 
too  far,  is  cherished  by  concerns  of  entirely  too  limited  impor- 
tance, located  at  interior  points  of  difficult  access  and  com- 
munication. Such  buyers  are  likely  ultimately  to  wake  up  to 
the  extra  costs  involved  in  handling  small  shipments  indi- 
vidually. 

The  strongest  hold  of  the  export  commission  houses  is  un- 
doubtedly on  the  trade  of  Australasia,  South  Africa  and  the 
Orient.  It  is  characteristic  of  most  importers  in  these  parts 
of  the  world  that  by  preference  their  orders  are  placed  through 
commission  houses.  Proposals  by  manufacturers  for  direct  re- 
lations will  rather  more  frequently  than  not  be  declined  by  such 
importers.  It  may  not  be  too  much  to  say  that  90  per  cent,  of 
the  general  trade  of  the  United  States  with  South  Africa  and 
Australia  is  carried  on  through  the  commission  middleman. 

Advantages  to  American  Manufacturers. — ^From  the  point  of 
view  of  the  American  manufacturer,  dealing  with  a  New  York 
export  commission  house  is  apparently  like  relations  with  any 
other  New  York  customer.  In  the  case  of  an  export  order  all 
risk  and  responsibility  seems  to  be  avoided.  One  receives  an 
order  from  a  New  York  exporter,  fills  it,  collects  his  money  just 
as  he  would  from  Wanamaker's  or  Macy's  and  it's  all  over. 
Self-evidently  this  is  a  narrow,  short-sighted  policy  even  were 
it  an  exact  statement  of  fact,  which  is  not  the  case.  No  manu- 
facturer, disposed  to  push  for  all  the  business  he  can  possibly 
get,  can  afford  thus  to  abandon  his  goods.  He  must  follow 
them,  and  the  lead  they  give.    However,  a  great  deal  of  de- 
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tailed  attention  is  undoubtedly  avoided  when  export  orders  are 
received  through  commission  houses. 

Whatever  else  export  houses  may  offer  to  manufacturers,  al- 
most all  of  them  have  customers  engaged  in  every  branch  of 
trade  and  industry  in  one  or  more  foreign  markets,  to  whom 
they  can  forward  a  manufacturer's  catalogue  and  price  list. 
They  may  also  write  special  letters  urging  orders — when  in- 
fluenced by  friendship  for  the  manufacturer  or  duly  impressed 
by  the  novelty  of  his  product.  This  may  be  no  small  advantage, 
even  though  the  decision  as  to  ordering  must  come  from  the 
other  end,  from  the  exporter's  customer.  With  their  ordinary 
customers  the  export  houses  cannot  presume  too  far  or  take  too 
many  liberties.  When  visiting  the  United  States  customers  may 
be  introduced  to  favored  manufacturers,  a  distinct  advantage. 

As  Foreign  Trade  Advisers. — The  advice  of  export  houses  is 
often  of  assistance,  but  in  this  regard  note  what  William  C. 
Downs,  when  United  States  Commercial  Attache,  has  to  say  re- 
garding this  phase  of  doing  business  with  commission  houses. 
Mr.  Downs  was  for  many  years  connected  with  prominent  New 
York  export  houses.  "It  is  hardly  to  be  expected  that  the 
export  commission  merchant  will  be  very  cordial  and  eager  to 
impart  information  to  a  manufacturer  who  evidently  intends 
later  on  to  go  over  his  head  and  transact  a  direct  business.  It 
is,  therefore,  a  question  of  ethics  whether  a  manufacturer 
should  use  the  export  commission  merchant  to  help  him  to  a 
solution  of  his  first  problem,  if  he  does  not  intend  to  call  upon 
him  for  assistance  in  the  handling  of  his  second  and  third  prob- 
lems. This  he  must  decide  when  he  has  studied  them  also  and 
formulated  his  complete  plan  of  campaign." 

Frank  Relations  Urged. — Going  on  to  develop  his  argument 
from  the  export  commission  house  standpoint,  Mr.  Downs  con- 
tinued (St.  Louis  Convention) :  ** There  is  much  need  for 
closer  cooperation  between  the  manufacturers  and  the  commis- 
sion merchants,  who  always  have  been  and  still  are  the  pioneers 
and  who  will  still  handle  a  very  considerable  percentage  of  our 
export  trade.  They  must  be  the  main  reliance  especially  of 
the  smaller  manufacturer  in  introducing  his  goods  into  a  for- 
eign market.    They  will  gladly  distribute  his  catalogues  and 
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samples,  not  indiscriminately,  but  among  possible  buyers,  will 
write  special  letters  in  the  language  of  the  country  for  which 
they  are  intended,  describing  and  recommending  his  goods,  will 
give  him  the  services  of  their  local  agents  and  of  their  travelers, 
but  they  expect  in  return  that  the  manufacturer  will  play  fair 
and  protect  them  in  the  business  that  may  result. 

"Let  the  manufacturer  who  does  not  wish  to  conduct  and 
finance  his  own  foreign  selling  campaign  inform  himself  thor- 
oughly as  to  which  are  the  best  equipped  and  best  represented 
commission  houses  operating  in  the  territory  which  he  wishes 
to  enter  and  lay  out  with  them  a  selling  campaign  that  shall  be 
mutually  satisfactory.  He  must  remember  that  the  fixed  ex- 
penses of  such  organizations  are  very  heavy  indeed,  and  that  they 
depend  on  the  commissions  paid  them  by  their  clients  on  a  large 
volume  of  business  to  cover  these  expenses,  compensate  the  risk 
they  run  and  earn  a  reasonable  profit  on  their  big  capital  in- 
vestment. The  manufacturer  who  wishes  to  sell  his  goods 
through  the  commission  houses  makes  a  serious  mistake  in  forc- 
ing them  to  compete  too  strenuously  against  each  other  in  the 
sale  of  small  lines,  as  finally  the  selling  commission  is  reduced 
to  a  point  where  it  is  of  interest  to  no  one  actively  to  push  the 
line.    Hence  the  need  of  intelligent  cooperation." 

Their  Case  Presented  by  Exporters. — Other  arguments  for 
the  advantages  of  working  with  or  through  export  commission 
houses  are  advanced  by  C.  A.  Richards,  formerly  manager  of 
the  Export  Department  of  Bowring  &  Co.,  of  New  York,  dur- 
ing the  war  Chairman  of  the  Contraband  Committee,  War  Trade 
Board,  and  afterward  with  the  American  International  Corpora- 
tion. In  a  lecture  before  a  class  in  exporting  conducted  by  tlie 
Extramural  Division  of  the  School  of  Commerce  of  New  York 
University  he  observed:  **The  commission  house  has  in  its  em- 
ploy experts  in  buying,  shipping,  insuring  and  financing,  and 
these  men  can  naturally  work  more  efiiciently  and  more  cheaply 
than  the  manufacturer  could  by  employing  his  own  export  de- 
partment. In  addition  the  commission  houses  nearly  always 
give  credits  and  this  alone  makes  it  possible  for  manufacturers, 
who  could  not  otherwise  finance  their  export  shipments,  to  do  an 
export  trade.  .  .  .  After  a  manufacturer  has  lost  a  few  thousands 
dollars  in  a  vain  attempt  to  do  business  without  their  aid,  he  is 
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very  likely  to  swing  around  the  other  way  and  feel  that  the 
export  commission  house  alone  is  necessary  for  his  success. 
This  is  also  incorrect. 

**For  a  manufacturer  to  build  up  and  maintain  a  satisfactory 
export  business  he  should  not  rely  entirely  on  an  export  com- 
mission house.  He  should  judiciously  advertise  in  reputable 
foreign  trade  magazines  and  he  should  send  his  own  salesmen 
abroad  whenever  possible.  .  .  .  Because  J  urge  a  manufacturer 
to  create  a  demand  for  his  goods  himself  I  am  not  arguing  that 
he  should  do  more  than  create  a  demand.  When  the  importer 
abroad  is  ready  to  buy  then  is  the  time  the  export  commission 
house  should  be  employed.  .  .  .  Most  of  the  larger  export  com- 
mission houses  maintain  branches  at  certain  large  foreign 
centers  and  through  these  branches  or  their  agents  they  can 
generally  tell  the  manufacturer  whether  his  line  is  one  that 
could  be  handled  profitably  in  that  particular  market  and  give 
him  considerable  preliminary  information  as  to  the  possibility 
of  making  a  campaign  there." 

The  foregoing  are  among  the  fairest  and  most  moderate  of 
the  claims  advanced  by  export  commission  houses.  The  manu- 
facturer should  strive  to  examine  them  justly  and  impartially, 
to  appraise  at  its  true  value  the  advantage  to  himself  of  com- 
mission house  cooperation.  It  is  evidently  important  that  we 
must  understand  the  whole  scheme  of  the  operations  of  houses 
of  the  description  we  now  have  in  mind. 

ORGANIZATION  OF  EXPORT  COMMISSION  HOUSES 

Possibly  the  first  necessity  of  a  concern  establishing  itself  as 
an  export  commission  house  is  to  secure  foreign  connections,  to 
persuade  foreign  buyers  to  entrust  to  it  the  execution  of  their 
orders  for  American  goods.  Perhaps  next  comes  the  necessity 
for  a  wide  and  general  knowledge  of  American  goods  which 
are  largely  sold  for  export,  sources  of  supply  and  ruling  prices. 
Coupled  with  this  must  of  course  be  a  thorough  acquaintance 
with  export  practices,  routine  work,  shipping,  etc.  Perhaps 
no  better  description  of  the  routine  in  the  office  of  an  export 
commission  house  can  be  quoted  than  that  of  Mr.  Richards,  in- 
cluded in  the  lecture  just  mentioned : 

Basis  of  Relations  with  Foreign  Clients.— ''The  bulk  of  the 
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business  done  by  the  export  commission  house  is  handled  as 
follows:  Say,  for  example,  a  hardware  importer  in  Australia 
makes  up  a  list  of  goods  which  he  requires  from  this  market, 
and  these  indents,  as  they  are  generally  called,  are  sent  to  the 
export  commission  house  in  New  York  to  whom  we  will  refer 
hereafter  for  the  sake  of  brevity  as  the  exporter,  with  the  un- 
derstanding that  the  exporter  will  buy  and  ship  the  goods  as 
the  agent  of  the  importer,  charging  the  importer  a  commission 
on  the  disbursements.  The  general  understanding  is  further 
that  he  will  buy  at  the  lowest  cash  export  prices  and  give  the 
importer  the  benefit  of  all  the  trade  and  cash  discounts  he  can 
get.  The  rate  of  commission  charged  varies  in  different  mar- 
kets and  varies  on  different  commodities.  On  large  bulk  lines 
running  into  considerable  money  it  is  generally  only  1  per  cent. 
On  the  ordinary  assorted  lines  of  hardware  or  machinery,  2i^ 
per  cent.,  and  on  other  lines  as  high  as  5  per  cent.  Barely  does 
the  commission  exceed  this. 

How  Orders  Are  Handled  by  Export  Houses. — ''Let  us  take 
up  step  by  step  the  handling  of  an  order  received  from  abroad, 
until  the  goods  have  been  shipped  and  paid  for.  We  will  as- 
sume it  comes  from  a  wholesale  hardware  merchant  in  Australia 
and  is  an  indent  consisting  of  several  pages  of  assorted  hard- 
ware lines.  In  some  instances  the  buyer  has  specified  the  name 
of  the  maker  whose  goods  he  wants  bought.  On  other  items 
he  simply  specifies  the  goods  without  giving  the  name  of  any 
maker,  leaving  the  purchase  entirely  to  the  judgment  of  the 
buyer  in  New  York.  In  some  instances  prices  may  be  given 
either  as  a  limit  or  as  a  guide  to  the  buyer. 

*'The  first  question  to  be  considered  on  receipt  of  the  order 
is.  How  does  the  importer  propose  to  pay  for  the  goods  and  the 
freight  which  must  be  generally  prepaid?,  etc.,  and  it  is  there- 
fore necessary  before  putting  the  order  into  work  to  have  an 
approximate  idea  of  its  value  and  the  credit  demanded,  for  the 
bulk  of  the  importers  in  foreign  countries  expect  to  obtain 
credit  of  from  thirty  to  ninety  days. 

**In  a  well  established  export  commission  house  this  question 
of  credit,  on  the  bulk  of  the  orders  received  through  the  mails 
from  its  regular  customers,  is  a  simple  matter  to  decide  because 
the  conunission  house  often  deals  with  the  same  firm  year  in  and 
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year  out,  and  does  not  have  to  give  very  much  consideration  to 
the  question  of  credit,  once  an  importer's  standing  is  estab- 
lished. 

**If  the  character  and  standing  of  the  importer  is  such  as 
makes  the  credit  requested  satisfactory  to  the  exporter,  the 
order  is  then  turned  over  to  the  buyer  who  must  acknowledge 
its  receipt,  and  see  that  instructions  are  given  on  the  order 
with  regard  to  shipping,  insuring,  financing,  etc.  These  in- 
structions are  transferred  from  the  original  order  to  a  card 
index  where  the  shipping  and  finance  department  may  obtain 
information  when  the  goods  are  shipped  and  invoices  are  made 
out. 

Placing  Orders  with  Manufacturers. — ''The  next  step  is  to 
decide  on  the  manufacturers  from  whom  the  goods  will  be 
bought.  In  a  number  of  cases  the  orders  are  for  firms  with 
whom  the  exporter  is  doing  business  right  along  and  from 
whom  he  knows  he  will  always  get  the  lowest  prices.  There 
will  be  other  items  on  the  order,  however,  which  may  be  made 
equally  well  by  several  factories,  on  which  he  will  have  to  shop 
as  the  market  may  fluctuate,  and  one  firm  may  be  cheaper  one 
month  and  another,  another. 

"The  next  step  in  the  work  for  the  buyer  is  to  have  written 
off  on  the  exporter's  blanks,  orders  to  the  manufacturers  and 
for  such  items  as  he  requires  prices  before  actually  placing  the 
order,  he  has  written  an  extra  carbon  copy  of  the  order  on  a 
special  blank,  which  is  used  as  an  inquiry  for  prices. 

*'When  writing  out  the  order  another  carbon  copy  is  also 
made  on  heavy  paper  which  goes  to  the  shipping  clerk  to  en- 
able him  to  follow  up  the  manufacturer  and  attend  to  the  ship- 
ment. Blank  spaces  are  provided  on  the  back  of  the  shipping 
ticket  to  enable  the  shipping  clerk  to  keep  his  records.  When 
the  orders  are  all  placed  the  buyer  is  practically  through  with 
the  order,  if  everything  ordered  is  correctly  specified,  and  he 
has  not  made  any  mistakes  in  prices. 

**As  soon  as  the  order  is  sent  to  the  manufacturer,  the  car- 
bon copy  of  same,  which  is  now  the  shipping  ticket,  goes  to  the 
shipping  clerk.  He  must  ascertain  from  the  original  order 
what  instructions  there  are  regarding  the  shipment.  He  must 
keep  his  records  very  clear  and  his  shipping  tickets  separated 
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according  to  the  country  where  the  goods  are  going  and  accord- 
ing to  the  method  of  shipment  to  be  used. 

**In  course  of  time  a  steamer  will  begin  to  load,  and  he  then 
has  to  see  that  the  out  of  town  manufacturers  are  instructed  to 
ship  their  goods  to  New  York  at  once,  and  the  in-town  manu- 
facturers are  instructed  to  deliver  to  the  vessel.  He  must,  prior 
to  this,  have  made  an  engagement  with  the  steamship  company 
for  the  amount  of  freight  room  he  estimates  he  will  require. 
This  is  largely  a  matter  of  guesswork,  but  experience  enables 
him  to  judge  pretty  nearly  how  much  room  he  needs. 

**This  freight  is  engaged  either  directly  with  the  steamship 
company  or  in  very  many  cases  through  a  freight  broker,  whose 
business  it  is  to  keep  in  touch  with  the  changes  in  freight  rates 
and  the  opportunities  for  shipping  to  various  points.  After 
the  shipping  instructions  have  been  out  a  few  days,  the  clerk 
must  begin  to  look  up  such  orders  as  are  not  already  on  the  way 
to  the  steamer  and  find  out  the  reason  for  the  delay,  and  see  if 
he  cannot  hurry  them  forward. 

Bookkeeping  Department  in  an  Export  House. — ''Simul- 
taneously with  the  shipping  clerk's  work  the  bookkeeping  de- 
partment is  receiving  bills  from  the  manufacturers  for  the 
goods  shipped  and  arrangements  have  to  be  made  to  pay  these 
bills  at  such  a  time  as  will  insure  the  exporter  obtaining  the 
benefit  of  any  cash  discounts  allowed  by  the  manufacturer  for 
prompt  payment. 

''The  bookkeeping  department  must  see  that  the  quantity 
and  description. of  the  goods  on  the  bill  agree  with  the  items  in 
the  importer's  order  and  that  the  prices  charged  are  in  accord- 
ance with  the  arrangements  made  with  the  manufacturer.  It 
is  in  its  province  to  detect  any  errors  in  the  quantities,  price, 
etc.,  and  call  same  immediately  to  the  manufacturers'  attention 
so  that  the  matter  may  be  corrected  if  possible  before  the  goods 
have  actually  left  the  port. 

"When  the  steamer  is  eventually  loaded  and  ready  to  sail, 
the  invoicing  department  must  begin  making  up  the  invoices. 
The  shipping  clerk  being  the  one  who  knows  what  is  going  on 
the  steamer,  generally  gives  written  instructions  to  the  invoice 
department  with  a  rough  copy  of  the  bill  of  lading  and  at  the 
same  time  a  copy  of  these  instructions  goes  to  the  bookkeeping 


Digitized  by 


Google 


i 


Digitized  by 


Google 


i 


&-§'<S  a 

^  If- 
nh 

llll 
§417 


illi 


• 


I?   f 

I?  I 


Digitized  by 


Googk 


EXPORT  COMMISSION  HOUSES  261 

department,  which  picks  out  from  its  files  the  corresponding 
manufacturers'  bills.  These  bills  are  then  turned  over  to  the 
invoicing  department,  which  starts  to  make  up  its  various  docu- 
ments, referring  to  the  card  index  for  the  clients'  instructions 
as  to  the  way  the  draft  is  to  be  drawn  and  the  way  the  insur- 
ance and  other  matters  are  to  be  attended  to. 

**  There  are  three  or  four  operations  going  on  at  the  same 
time  the  minute  a  steamer  has  stopped  taking  cargo  and  the 
exporter  is  ready  to  make  up  his  final  papers. 

'*The  shipping  clerk  has  to  see  that  the  freight  rates  charged 
are  correct,  also  that  the  figuring,  etc.,  is  0.  K.,  and  to  then  see 
that  payment  is  made  to  the  steamship  company  promptly, 
after  which  his  work  in  connection  with  that  particular  ship- 
ment is  finished. 

Invoicing  Purchases  on  Commission. — ''Where  goods  are 
bought  on  commission,  and  this  is  the  form  of  export  in  which 
we  are  more  particularly  dealing,  it  is  customary  for  the  ex- 
porter to  send  with  his  own  invoice  a  copy  of  the  manufac- 
turers' bills  to  him,  and  if  this  is  done  the  exporter's  invoice  con- 
sists of  very  little  more  than  a  tabulated  statement  showing  the 
shipping  marks,  packages,  name  of  manufacturers,  etc. 

"These  are  totaled,  and  then  the  various  charges  for  cartage, 
freight,  insurance,  etc.,  are  added  on  and  the  exporter's  commis- 
sion charged  on  the  total.  In  some  countries  where  it  is  not 
the  practice  of  the  exporter  to  send  out  the  manufacturers' 
original  bills,  the  entire  bill  of  the  manufacturer  is  copied  off 
by  the  exporter  on  his  own  headings  and  then  the  charges  added 
at  the  end. 

''When  the  invoice  is  fully  made  up  he  then  has  to  attend  to 
the  insurance  and  the  next  work  in  connection  with  the  ship- 
ment is  that  of  the  finance  department. ' ' 

Mainstay  of  Commission  House  Business.— Most  export  com- 
mission houses  depend  for  the  bulk  of  their  business  on  trade 
in  certain  staple  commodities  which  although  sold  on  a  close  mar- 
gin are  yet  so  much  easier  to  handle  that  business  in  them  in 
preferred  to  orders  for  a  great  variety  of  assorted  manufac- 
tured goods.  This  was  confessed  by  William  C.  Downs,  at  that 
time  engaged  in  the  export  commission  business,  who  wrote  in 
the  Quarterly  Journal  of  Economics,  of  Harvard  University,  in 
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regard  to  commission  houses  engaged  in  the  Latin  American 
trade:  "The  field  narrows  for  the  commission  merchant.  It 
is  a  serious  question  whether  under  the  present  method  of  trade 
he  can  afford  to  handle  and  finance  the  thousand  and  one 
articles  not  worthy  of  specification  that  go  to  make  up  45  per 
cent,  of  our  entire  exports,  if  his  trade  is  limited  to  them  by 
the  elimination  of  the  bulk  or  staple  articles  which  require 
little  labor  to  sell  and  mount  quickly  in  value.  Up  to  the  pres- 
ent time  the  commission  merchant  has  earned  on  the  large  turn- 
over in  staple  articles,  sold  in  large  quantities,  sufficient  to  en- 
able him  to  cover  his  general  running  expenses  and  accept  and 
execute  orders  for  general  merchandise  on  the  same  basis  of 
profit  or  commission  as  the  bulk  goods.  It  does  not  require 
any  more  labor  or  time  to  secure  an  order  for  10,000  cases  of 
kerosene  valued  at  $10,000  or  $11,000  than  it  does  to  take  an 
order  for  500  dozen  of  padlocks  worth  only  $500.  In  the  first 
case  the  commission  merchant  might  earn  $250,  in  the  second 
case  only  $12.50.  In  order  to  gain  a  sufficient  turn-over  in 
general  merchandise  sold  in  small  quantities  he  would  be 
obliged  to  increase  largely  his  selling  force  and  also  his  clerical 
staff,  as  the  detailed  work  of  handling  such  business  is  enor- 
mous.' Such  expansion  would  involve  a  great  increase  in  expen- 
diture which  could  not  be  undertaken  under  the  prevailing  per- 
centage of  profit." 

The  preference  of  the  commission  houses  for  bulk  business 
will  be  appreciated  by  many  a  manufacturer  by  a  consideration 
of  what  an  order  for,  say,  $25,000  worth  of  his  goods  may  in- 
volve in  the  way  of  clerical  labor,  number  of  items,  complexity 
of  description,  sizes,  etc.,  etc.  $25,000  worth  of  assorted  hard- 
ware, for  example,  would  in  most  cases  involve  many  order 
pages  filled  with  details.  On  the  other  hand,  $25,000  worth  of 
cotton  piece-goods,  perhaps  for  China,  would,  as  sold  by  the  ex- 
porter, involve  only  an  exchange  of  cablegrams,  a  single  line  of 
an  order  form  and  a  single  entry  in  the  books.  The  commis- 
sion house's  profit  on  $25,000  worth  of  hardware  would  not, 
at  most,  be  over  $625.  If  the  commission  on  a  similar  amount 
of  cotton  piece  goods  were  only  one-third  as  much  the  commis- 
sion house  would  probably  regard  the  latter  transaction  as  not 
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only  more  desirable  but  as  more  profitable,  because  of  the  less 
labor  involved  and  the  minimum  risk  of  mistake,  as  well  as 
minimum  credit  and  other  risks. 

EXPORT  HOUSES  AS  BUYERS  AND  SHIPPERS 

It  is  as  buyer  and  shipper  of  goods  that  the  export  commis- 
sion house  is  usually  first  introduced  to  manufacturers.  A  re- 
quest is  received  for  lowest  export  prices,  then  along  comes  an 
order  **for  export'*  with  detailed  instructions.  Highly  agree- 
able this.  Why  not  get  more  of  such  business?  Where  do 
these  orders  come  from?  Do  they  originate  in  New  York  or 
where  ? 

Origin  of  Order. — Some  export  houses,  by  no  means  aU,  will 
buy  for  their  own  account  small  sample  orders  of  new  goods, 
after  effective  solicitation.  Such  samples  will  be  sent  out — 
and  invoiced — ^to  branches  or  intimately  allied  customers,  as 
samples.  No  such  houses  buy  large  quantities  of  any  kind  of 
goods  until  their  foreign  connections — customers  or  own  branch 
houses — ^have  advised  or  instructed  such  purchases.  A  large 
proportion  of  the  orders  for  manufactured  goods  received  by 
these  houses  from  foreign  buyers  has,  nowadays,  actually  been 
originated  by  the  efforts  of  manufacturers  themselves,  usually, 
indeed,  through  efforts  entirely  unknown  to  the  exporter.  Ev- 
ery mail  from  foreign  countries  brings  to  export  commission 
houses  orders  for  goods  made  by  manufacturers  of  whom  thesd 
houses  have  never  before  heard,  whose  very  addresses  have  to 
to  be  ferreted  out  with  some  diflBculty.  On  the  other  hand,  the 
manufacturer  who  receives  orders  from  these  houses  rarely 
knows  the  name  of  the  actual  foreign  buyer,  sometimes  does  not 
even  know  the  country  for  which  the  goods  are  destined. 

The  Profession  of  Export  Buyer. — In  large  export  commis- 
sion houses  there  is  sometimes  one  chief  buyer  by  whom  all 
orders  are  placed.  Sometimes  the  heads  of  several  different  de- 
partments place  their  own  orders,  independently  one  of  an- 
other. At  any  rate,  in  most  large  houses  there  are  several  more 
or  less  independent  departments  doing  business  with  different 
foreign  territories,  or  sometimes  specialized  according  to  the 
nature  of  the  business  transacted,  for  example,  engineering, 
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chemicals,  etc.,  and  the  manufacturer's  representative  who  so- 
licits business  from  these  concerns  finds  it  necessary  to  see  and 
to  know  all  these  heads  of  departments. 

That  personal  acquaintance  of  the  seller  with  the  heads  of 
the  departments  and  buyers  is  highly  desirable  on  many  ac- 
counts; for  example,  because  open  orders  are  sometimes  re- 
ceived from  abroad  which  do  not  specify  particular  manufac- 
turers from  whom  the  supplies  must  be  obtained  but  leave  the 
purchase  to  the  judgment  of  the  exporter.  This,  however,  is  not 
the  rule,  for  doubtless  eight  or  nine  out  of  ten  orders  received 
name  the  special  goods  and  their  manufacturer  which  alone  will 
be  acceptable  to  the  foreign  buyer.  None  the  less,  the  personal 
element  in  the  export  commission  house  is  an  important  matter 
to  the  salesman  soliciting  this  business. 

The  reputation,  salary,  perhaps  very  position  of  the  buyers  in 
these  houses  depend  on  the  individual's  knowledge  of  sources  of 
supply  and  competing  prices,  and  his  shrewdness  in  buying  ad- 
vantageously. Strenuous  efforts  to  secure  the  lowest  quotations 
are  therefore  the  rule.  The  temptation  may  be  strong  some- 
times to  get  them  through  misrepresentation  of  facts,  for  exam- 
ple, as  to  country  of  destination.  As  an  illustration,  take  this 
actual  case  which  is  by  no  means  exceptional:  If  an  export 
house  has  reason  to  believe  that  a  manufacturer's  goods  for  a 
certain  foreign  country  from  which  an  order  has  been  received 
are  controlled  by  an  exclusive  agency  in  or  for  that  country, 
quotations  will  be  solicited  by  the  exporter  nominally  for  ship- 
ment to  some  other  country  where  it  is  not  thought  that  any 
agency  arrangements  of  the  manufacturer  will  interfere  with 
naming  the  lowest  possible  prices. 

Protecting  Agents  While  Selling  Exporters. — The  last  sen- 
tence introduces  a  problem  that  puzzles  many  a  manufacturer, 
old  as  well  as  new  in  export  experience:  How  protect  exclu- 
sive agents  in  foreign  markets,  yet  keep  the  good  will  and  the 
trade  of  the  export  commission  houses — for  other  if  not  for  the 
same  territories?  It  goes  without  saying  that  no  export  house 
will  be  unreservedly  delighted  to  learn  of  any  exclusive  foreign 
agency — ^unless  the  exporter  controls  it  himself.  The  establish- 
ment of  such  connections  in  other  lands  is  bound  sooner  or  later 
to  restrict  the  volume  of  business  of  the  export  commission  man, 
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cut  down  his  prestige  as  a  buyer,  if  not  his  profits,  probably 
force  him  to  an  annoying,  perhaps  fruitless  search  for  a  substi- 
tute, and  involve  efforts  of  similar  description  to  get  that  sub- 
stitute accepted.  Manufacturers,  therefore,  often  show  some 
timidity  in  acknowledging  to  export  houses  the  existence  of 
foreign  agencies.  This  is  a  mistake.  The  manufacturer  can- 
not perch  on  two  stools  at  the  same  time.  If  he  has  an  exclusive 
agency  in  any  foreign  market  he  must  absolutely  protect  that 
agent.  Since  it  is  usually  acknowledged  that  the  route  to  the 
largest  possible  export  trade  lies  in  the  establishment  of  the 
best  obtainable  agencies  in  large  markets,  it  is  sometimes  thought 
that  business  with  export  commission  houses  must  be  abandoned. 
But  this  result  need  not  invariably  follow. 

An  effort  is  sometimes  made  to  straddle  the  horns  of  the 
dilemma  by  providing  in  contracts  for  exclusive  agencies  for 
certain  territories  that  a  commission  will  be  paid  on  all  orders 
received  from  the  territories  in  question  through  no  matter  what 
channels — excepting  only  where  orders  come  through  New  York 
exporters  when  destination  of  the  goods  is  unknown.  This  is 
not  likely  to  be  satisfactory  to  foreign  agents  of  experience. 
Commission  houses  have  been  known  to  supply  goods  supposed 
to  be  exclusively  controlled  at  much  less  than  agents  could  offer 
— even  at  cost  to  themselves.  Manufacturers  have  been  known 
suddenly  to  become  deaf  and  blind  when  an  order  has  been  ten- 
dered by  a  good  exporter,  and  forget  to  enquire  where  the  goods 
were  going.  No  agent  of  the  desirable  description  will  or  should 
be  contented  with  such  a  contract.  If  he's  worth  having,  he's 
worth  protecting — and  the  protection  should  bfe  real,  not  a  sham. 

For  the  manufacturer  whose  goods  are  controlled  by  certain 
exclusive  agents  there  is  but  one  course  to  follow  with  the  com- 
mission houses :  He  must  accept  no  orders  whose  destination  is 
not  specified.  If  he  finds  that  a  commission  house  has  deceived 
him  jn.  stating  destination  of  an  order  he  should  not  mince  words 
in  expressing  his  sentiments  to  the  offender  and  in  reporting  the 
facts  to  the  Exporters'  and  Importers'  Association  and  other- 
wise assuring  them  reasonably  effective  publicity.  Meanwhile 
the  exclusive  agent  should  receive  his  usual  commission — and  an 
apology. 

It  is  not  rare  that  a  commission  house  when  tenderiug  an 
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order  is  asked  as  to  country  and  port  of  destination,  even  name 
of  buyer.  Several  important  manufacturers  will  consider  no 
orders  without  these  particulars,  reserving  their  rights  to  accept 
or  decline,  even  to  vary  prices  at  which  orders  will  be  filled  ac- 
cording to  circumstances  indicated  by  such  information.  These 
manufacturers  have  succeeded  in  so  firmly  entrenching  their 
lines  that  the  exporters  are  forced  to  do  business  as  they  dictate. 
It  should  be  the  aim  of  every  manufacturer  so  to  establish  his 
goods  that  only  with  the  greatest  diflSculty  can  anything  else  be 
made  to  supplant  them.  The  manufacturers  just  referred  to, 
while  insisting  upon  the  control  of  their  own  export  business, 
manage  to  maintain  friendly  relations  with  the  export  houses. 
They  insist  that  their  policies  be  recognized.  They  point  out  the 
uselessness  of  opposition,  the  possible  advantage  of  cooperation. 
If  they  have  absolutely  to  decline  an  order  from  one  source,  it 
is  done  tactfully.  If  another  is  accepted  but  only  at  an  unusu- 
ally high  price,  it  is  frankly  explained  that  an  agent  must  re- 
ceive his  commission,  that  various  contracts  cover  varying  condi- 
tions. If  the  exporter  is  recalcitrant  and  refuses  peremptorily 
to  disclose  the  name  of  his  customers,  the  manufacturer  is 
usually  able  from  sundry  indications  his  quick  mind  has  noted 
to  hazard  a  shrewd  guess  as  to  where  the  goods  are  wanted — 
and  a  line  to  the  agent  on  the  ground  will  probably  bring  the 
self-same  order  through  some  other  channel. 

Thus  it  is  really  the  manufacturer  who  has  the  whip  hand 
over  the  commission  house — and  he  should  not  surrender  his 
advantage.  It  may  happen  that  a  commission  house  has  itself 
been  made  exclusive  agent  for  a  line  in  a  certain  territory,  but 
that  orders  tendered  by  the  same  house  for  another  territory 
may  have  to  be  refused.  The  heads  of  all  large  commission 
houses  will  at  once  recognize  a  manufacturer's  position,  even  if 
underlings  in  the  same  houses  take  an  obnoxious  stand.  Frank- 
ness, tact,  firmness,  will  almost  always  result  in  the  continuance 
of  friendly  relations  between  manufacturer  and  exporter.  In- 
deed the  manufacturer  may  often  suggest  to  his  foreign  agents 
the  propriety  of  submitting  some  if  not  all  orders  through  cer- 
tain commission  houses  whom  it  is  wished  especially  to  favor. 
All  of  these  features  of  business  may  be  effectively  impressed  on 
the  export  houses. 
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Ezecntion  of  Commission  House  Orders. — In  principle  the 
export  commission  house  is  the  manufacturer's  customer.  It  is 
only  the  instructions  regarding  the  making  and  marking  of  the 
goods  and  their  shipment,  as  given  by  the  exporter,  which  have 
to  be  followed  by  the  manufacturer.  However,  the  latter  is  by 
no  means  relieved  of  the  necessity  of  giving  special  and  intelli- 
gent attention  to  these  orders.  The  goods  must  be  made  and 
packed  especially  for  export  and  many  another  detail  must  re- 
ceive precisely  the  same  attention  as  though  the  manufacturer 
himself  were  to  do  the  actual  export  shipping.  Invoices  for 
Australia  and  some  other  markets  must  be  prepared  and  attested 
by  the  manufacturer  with  all  the  formalities  and  peculiarities 
required  in  the  case  of  any  shipment  to  such  markets,  even 
though  they  are  forwarded  through  and  financed  by  the  New 
York  export  house. 

AS  AGENTS  OR  JNTBODUCEBS  OF  NEW  GOODS 

To  the  American  manufacturer  ambitious  for  more  export 
business,  the  functions  of  the  export  houses  as  possible  foreign 
agents  for  his  goods  seem  most  interesting  and  important ;  their 
facilities  and  abilities  for  introducing  new  articles  or  lines  seem 
questions  of  chief  moment.  The  manufacturer  is  perhaps  quite 
sure  to  think,  **Here  is  a  house  which  does  nothing  but  export; 
it  ships  large  quantities  of  goods.  It  must  know  all  about  for- 
eign trading,  must  have  a  lot  of  customers  in  foreign  countries. 
Surely  it  can  do  a  big  business  in  my  line.''  The  growth  of  the 
practice  of  acting  as  foreign  sales  agents  for  manufacturers  in 
one  or  in  many  markets  is  one  of  the  most  notable  features  of 
export  commission  house  practice  to-day.  It  seems  to  have  been 
developed,  partly  in  order  to  forestall  the  direct  efforts  of  manu- 
facturers, but  chiefly  no  doubt  in  the  hope  of  adding  to  the 
rather  meager  profits  of  these  houses  from  the  straight  commis- 
sions paid  by  their  foreign  customers. 

Conflict  in  Functions  of  Export  Houses. — The  very  basis  of 
export  commission  business  is,  as  we  have  seen,  the  position  of 
such  a  house  as  buyer  for  foreign  merchants.  Such  a  buyer,  it 
would  'seem,  must  be  supposedly  independent  and  devoted  to 
securing  for  his  foreign  clients  the  goods  they  order  on  terms 
most  advantageous  to  them. 
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As  the  special  agent  for  an  American  manufacturer  endeavor- 
ing to  promote  the  sale  of  a  particular  line  in  which  the  export 
commission  house  is  obviously  interested,  presumably  because 
more  money  is  made  on  it  than  from  commissions  paid  by  foreign 
customers  on  general  orders,  the  commission  house  is  apparently 
trying  to  maintain  under  the  same  roof  two  distinctly  opposed 
interests. 

It  is  possible,  perhaps,  to  carry  on  both  operations  satisfac- 
torily at  the  same  time.  The  export  houses  invariably  claim  it  is 
so.  However,  it  is  notable  that  some  of  these  houses  apparently 
recognize  the  difficulty  of  harmonizing  their  functions  as  inde- 
pendent buyers  and  as  special  agents  for  particular  lines  by 
operating  in  foreign  markets  under  different  firm  or  company 
styles — executing  orders  on  commission  as  one  concern  and  pre- 
senting special  samples  and  urging  particular  goods  under  an- 
other style.  Too  much  emphasis  should  not  be  laid  upon  this 
apparent  conflict  of  functions,  for  it  is  so  common  as  to  be  the 
rule  with  British  and  other  European  exporters  as  well  as 
American. 

FOREIGN  AGENTS  OF  COMMISSION  HOUSES 

Most  of  the  leading  export  commission  houses  maintain  cer- 
tain branch  houses  or  employ  local  agents  in  foreign  markets, 
or  send  out  their  own  traveling  salesmen  from  this  country. 
For  what  purpose  f  First,  to  keep  in  more  intimate  touch  with 
markets  and  customers,  to  watch  conditions,  credits,  etc.,  and 
extend  their  circle  of  customers  when  possible.  Second,  as 
agents  for  the  introduction  of  new  lines. 

As  such  agents,  however,  they  may  operate  in  two  diflferent 
ways.  Their  interests  may  be  general  or  impersonal,  that  is,  an 
effort  to  bring  to  the  attention  of  buyers  who  entrust  them  with 
the  execution  of  their  orders  for  American  goods  of  all  sorts, 
the  advantages  of  other  things  made  in  this  country  which  cus- 
tomers have  not  previously  handled,  purchases  of  which,  if  buyers 
can  be  induced  to  take  them  up,  will  add  to  the  total  volume  of 
the  business  and  hence  of  the  profits  of  the  commission  house. 
Or,  as  agents,  the  foreign  connections  of  the  commission  houses 
on  the  other  band  may  interest  themselves  in  special  lines  for 
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which  exceptionally  profitable  agency  arrangements  have  been 
concluded  with  manufacturers. 

Commission  Houses'  Branches  Abroad. — No  American,  Brit- 
ish, or  any  other  professional  export  house  has  its  own  foreign 
branch  establishments  everywhere.  Such  a  house  may  establish 
branch  offices  in  certain  special  markets  where  the  growth  or 
conditions  of  business  may  have  made  that  proceeding  desirable. 
Again,  a  few  houses  may  have  a  number  of  foreign  branches 
devoted  to  operations  in  specialized  lines.  It  is  to  be  noted, 
however,  that  some  large  export  houses  have  no  foreign  branches. 

In  some  foreign  markets  a  branch  may  be  thought  necessary 
in  order  the  better  to  handle  imports  for  incompetent  customers 
unfamiliar  with  or  not  equipped  for  importing  formalities. 
Sometimes  such  branches  are  necessary  because  of  the  specula- 
tive character  of  a  good  deal  of  the  business  carried  on.  Some 
such  considerations  may,  for  example,  apply  to  certain  kinds  of 
business  done  by  export  houses  in  the  markets  of  the  Far  East. 

Commission  Business  Varies  with  Territories.— It  is  always 
to  be  remembered  that  the  character  of  the  business  done  by  any 
general  export  commission  house  varies  radically  according  to 
the  territories  in  which  such  a  house  operates.  In  one  foreign 
market  buyers  who  entrust  their  orders  to  a  certain  export  com- 
mission house  may  almost  exclusively  be  interested  in  groceries 
and  provisions.  In  another  foreign  market  it  may  happen, 
through  chance  or  the  force  of  circumstances,  that  buyers  who 
patronize  the  same  export  commission  house  are  for  the  most 
part  engaged  in  the  hardware  business.  Because  an  export  com- 
mission house  has  two  or  three,  or  eight  or  ten,  foreign  offices  it 
does  not  by  any  means  follow  that  the  business  done  by  each  of 
those  foreign  offices  is  identical,  or  that  the  business  of  one  is 
comparable  in  character  or  volume  to  the  business  of  another. 

A  certain  large  New  York  export  house  has  branches  in  South 
Africa  and  Australia.  In  South  Africa  it  represents  a  large 
American  automobile  manufacturer  and  its  business  nowadays 
is  largely  confined  to  that  popular  car,  and  to  accessories  and 
allied  lines.  However,  the  New  York  house  in  question  does  not 
control  the  agency  for  the  same  motor  car  for  Australia,  and  as 
ft  matter  of  fact  its  branch  in  Australia  does  little  or  nothing  in 
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automobiles,  but  is  engaged  in  an  entirely  different  kind  of  busi- 
ness. 

Another  prominent  New  York  exporter  has  branches  in 
Shanghai,  China;  Havana,  Cuba;  Buenos  Aires,  Argentine  Re- 
public; and  Sydney,  Australia.  In  Shanghai  its  business  is 
largely  in  the  way  of  cotton  -piece  goods ;  the  Havana  business 
consists  of  coal  and  steel;  in  Buenos  Aires  it  is  industrial  and 
agricultural  machinery;  in  Sydney,  boots  and  shoes,  hardware, 
turpentine  and  general  lines.  It  would  appear,  therefore,  that 
in  appraising  the  value  of  an  export  commission  house's  services 
in  any  connection  or  in  any  direction,  something  more  is  neces- 
sary than  a  reference  to  the  rating  of  the  house  in  the  commer- 
cial agency  books. 

Foreign  Branch  Manager  Supreme.— The  manufacturer  has 
further  to  consider  that  the  manager  of  a  foreign  branch  of  an 
American  export  commission  house  is  supreme  in  his  field.  He 
has  not  been  entrusted  with  the  great  responsibility  involved  in 
the  management  of  such  a  branch  unless  his  principals  have 
been  prepared  to  rely  upon  his  judgment  and  in  general  abide 
by  his  decisions  as  affecting  business  in  the  field  under  his 
jurisdiction.  His  New  York  headquarters  can  do  little  more 
than  urge  and  advise  him.  They  cannot  impose  upon  him  the 
sale  of  goods  in  which  he  is  not  interested,  they  can  hardly  even 
dictate  his  policy  in  operating  the  branch  for  which  he  is  re- 
sponsible. As  a  matter  of  fact  the  New  York  headquarters  can 
do  little  more  than  write  letters  as  to  the  general  conduct  of 
business,  even  though  the  discharge  or  recall  of  the  foreign 
manager,  in  case  of  necessity,  lies  in  its  power. 

Travelers  for  Export  Houses. — The  traveling  salesman  for 
an  export  commission  house  is  the  ''combination"  salesman  in 
the  most  extreme  sense.  He  can  and  usually  does  carry 
samples,  a  lot  of  them,  from  brooms  to  motor  cars,  padlocks  and 
hams,  patent  medicines  and  safety  pins,  cotton  goods  and 
leather  belting,  jewelry  and  boots  and  shoes.  These  salesmen 
can  and  do  get  business  in  most  lines  that  are  saleable  at  all  in 
the  markets  visited,  but  in  principle  this  sort  of  representation 
is  a  totally  insuflBcient  introduction  for  any  special  individual 
line,  particularly  so  if  the  manufacturer  has  been  induced  to 
contribute   to   the   expenses  of   such   a   representative's   trip. 
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Very  especially  is  it  to  be  doubted  if  any  representative  of  an 
export  commission  house  is  able  to  do  even  partial  justice  to 
lines  requiring  considerable  technical  knowledge. 

In  an  address  before  the  American  Hardware  Manufac- 
turers' Association  already  quoted,  the  head  of  a  large  export 
house  who  perhaps  better  than  any  other  man  in  the  trade  is  in 
position  to  speak  on  this  subject,  offered  this  advice  to  manufac- 
turers: **I  do  not  deny  that  there  are  some  manufacturers 
among  you  who  produce  lines  of  goods  that  need  special  treat- 
ment and  are  of  such  a  unique  character  or  technically  com- 
plicated that  it  needs  other  than  every  day  business  education 
to  introduce  and  sell  them,  such  as  machinery  or  technical  lines 
in  general.  I  do  not  believe  the  ordinary  export  merchant  is 
capable  of  doing  justice  to  a  manufacturer  who  produces  any- 
thing in  this  line  of  goods.  It  needs  some  one  from  the  factory 
with  the  deep  knowledge  that  the  article  requires  to  lay  the 
foundation  for  that  kind  of  business  in  foreign  countries.  But 
by  admitting  this  I  do  not  admit  that  the  exporter  could  not 
offer  a  helping  hand  and  still  play  an  important  part  in  fur- 
ther development.'' 

In  this  connection  Welding  Ring,  whose,  firm  exports  chiefly 
to  Australasia,  has  remarked:  ** There  are  very  many  advan- 
tages in  conducting  business  through  the  medium  of  a  commis- 
sion house.  Of  necessity,  such  houses  are  compelled  to  have 
their  branches  in  the  larger  cities  of  Australasia  and  in  addition 
their  regular  agents  at  other  ports  and  their  traveling  repre- 
sentatives who  visit  the  smaller  towns  at  regular  periods.  By 
means  of  these  agencies  they  become  thoroughly  acquainted 
with  their  buyers,  know  their  clients,  how  to  approach  them  and 
the  class  of  goods  they  require  as  well  as  the  volume  of  sales 
that  can  be  effected.  ...  On  the  other  hand,  in  dealing  with 
large  importers  it  may  be  a  question  of  whether  the  commission 
house  can  put  its  knowledge  and  views  before  such  a  buyer  with 
sufficient  clearness  to  warrant  his  taking  up  a  large  quantity  of 
goods  and  stocking  them  for  general  trade." 

Also  note  the  following  from  John  F.  Fowler,  second  vice- 
president  of  W.  R.  Grace  &  Co.:  *'The  manufacturer,  par- 
ticularly of  specialties  or  machinery  lines,  should  also  send  his 
experienced  men  to  study  the  foreign  markets.    They  should 
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be  technically  familiar  with  their  wares,  preferably  combining 
a  practical  factory  knowledge  of  them.  These  missionaries  can 
inaugurate  business  if  their  lines  are  feasible  ones.  The  busi- 
ness initiated  by  a  special  traveler  can  be  followed  up  by  the 
exporter's  local  representative  without  further  expense  to  the 
manufacturer,  if  reasonable  business  pursuit  will  suffice  for 
this ;  but  if  it  is  a  house-to-house  specialty,  or  an  article  similarly 
demanding  much  time  and  perhaps  propaganda  expense,  the 
merchant  could  not  be  expected  to  devote  so  much  energy  to  it. 
That  is  a  case  for  the  special  man." 

Belative  Importance  of  Exporters  in  Foreign  Markets. — 
The  varying  character  of  the  trade  of  the  export  commission 
houses  in  different  markets  has  just  been  explained.  It  is  nec- 
essary also  for  manufacturers  to  differentiate  these  houses  on 
the  basis  of  their  varying  importance  in  the  trade  of  different 
markets  where  they  may  be  doing  business.  One  export  house 
may  be  '*top  of  the  heap"  in  one  foreign  country,  but  the  same 
house  may  rank  only  fifth  or  tenth  among  American  houses  do- 
ing business  in  another  foreign  market.  This  warning  should 
be  committed  to  memory  by  every  manufacturer  who  does  busi- 
ness with  these  concerns.  No  one  export  house  does  business  all 
over  the  world,  no  one  export  house  has  equal  facilities  in  every 
market  where  it  does  operate. 

The  absurdity  of  granting  export  agencies  to  a  New  York 
house  for  the  whole  world  or  for  markets  where  no  business  in 
similar  or  allied  goods  is  actually  carried  on,  is  evident.  The 
manufacturer  who  may  contemplate  extending  agencies  to 
houses  of  this  character  must  learn  what  are  the  actual  facilities 
of  the  leading  houses,  relating  to  his  special  goods,  in  each  mar- 
ket where  each  operates.  He  "will  not  find  it  difficult  to  learn 
about  the  character  of  the  business  carried  on  by  each  concern 
\inder  consideration.  His  first  recourse  will  naturally  be  cross 
examination  of  the  firm  by  whom  or  to  whom  agency  arrange- 
ments are  proposed.  However,  since  the  personality  of  for- 
eign resident  managers  of  branch  houses  and  of  foreign  travel- 
ing men  is  so  important  an  element  in  the  probable  success  of 
agency  arrangements,  it  is  highly  desirable  to  make  the  per- 
sonal acquaintance  of  such  representatives  whenever  possible 
to  do  so.    As  bearing  out  the  writer's  position  as  above  set 
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forth,  note  the  following  from  a  highly  successful  exjiort  man- 
ager, C.  A.  Richards  of  New  York: 

''Don't  make  the  mistake  of  thinking  that  because  an  ex- 
port commission  house  looks  busy  and  has  a  large  trade  that 
they  are  the  people  to  handle  your  goods  in  every  market. 
There  is  no  commission  house  in  New  York  to-day  who  stands 
at  the  head  of  the  business  in  every  market.  Each  commission 
house  has  from  one  to  six  markets  where  they  do  the  bulk  of 
their  business  and  where  they  stand  among  those  at  the  top  of 
the  trade,  and  certain  commission  houses  have  for  years  spe- 
cialized in  business  on  the  Continent  and  know  nothing  about 
South  America,  others  have  specialized  in  English  Colonies, 
others  have  specialized  in  Spanish  speaking  countries,  others  in 
the  Far  East.  No  manufacturer  can  afford  to  have  his  inter- 
ests handled  entirely  by  any  one  commission  house." 

Cooperation  with  Manufacturers. — Beyond  any  question  the 
greatest  advantage  which  established  and  experienced  export 
commission  houses  of  the  best  class  offer  to  the  expansion  of 
American  export  trade  lies  in  a  more  intimate  cooperation  be- 
.tween  manufacturer  and  exporter.  We  have  already  noted  the 
exporter's  facilities  for  distributing  a  manufacturer's  litera- 
ture to  foreign  customers  who  buy  allied  articles. 

The  advantage  to  be  found  in  many  cases  by  the  foreign  trav- 
eling salesman  for  an  American  manufacturer  in  working  with 
the  local  foreign  branches  of  commission  houses  is  very  great. 
Through  such  work  the  managers  or  local  salesmen  of  such 
branches  are  personally  enthused  over  the  special  line,  are  edu- 
cated in  its  possibilities  and  its  sales  arguments,  and  are  put  in 
position  to  continue  the  development  of  business  during  the 
temporary  or  prolonged  absence  of  the  manufacturer's  own 
representative. 

The  salesman  on  arrival  in  a  foreign  market  is  introduced  by 
the  agent  for  the  American  export  house  to  concerns  whose 
orders  that  house  is  willing  to  finance — usually  the  best  con- 
cerns in  the  place.  All  sorts  of  assistance  may  be  extended  to 
the  visiting  salesman,  because  if  the  orders  taken  are  passed 
through  the  export  house  its  commissions  are  correspondingly 
increased.  But  the  salesman  may  not  wish  to  work  through  the 
same  export  house  in  every  market  he  visits.    He  may  prefer 
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to  work  through  one  in  one  market  and  through  a  rival  of  the 
first  in  the  next  market  visited.  A  branch  or  agency  at  one 
point  may  be  important,  but  insignificant  at  another.  One 
local  manager  may  not  be  congenial  to  the  salesman;  a  directly 
competing  line  of  goods  may  be  handled  at  one  branch  but  not 
at  another ;  perhaps  the  salesman  will  work  through  connections 
of  exporters  in  several  fields  but  at  length  reach  one  where  bet- 
ter results  can  be  obtained  by  working  independently.  In  com- 
paratively *  few  markets  can  the  salesman  work  at  the  same 
time  in  cooperation  with  representatives  of  two  competing  ex- 
port houses.    He  must  almost  always  make  a  choice.^ 

Limitatioiis  of  the  Export  Houses. — It  is  always  to  be  borne 
in  mind,  however,  that  the  manufacturer  who  restricts  his  ef- 
forts to  one  export  house  or  gives  an  agency  for  a  certain  for- 
eign territory  to  a  single  exporter,  whether  or  not  that  exporter 
has  his  own  branch  or  other  organization  in  the  territory  in 
question,  will  be  to  a  certain  extent  handicapped  in  the  devel- 
opment of  trade  in  such  territory.  As  a  rule  an  export  house 
can  sell  the  manufacturer's  goods  only  to  its  own  customers. 
It  cannot  very  well  sell  those  or  any  other  goods  to  merchants 
who  prefer  to  entrust  their  orders  for  supplies  in  general  to 
another  export  commission  house  as  buying  agent. 

This  will  be  the  better  emphasized  if  we  suppose  an  illustra- 
tion. Take  South  Africa  as  the  territory  and  a  certain  brand 
of  corn  shellers  as  the  line.  Suppose  the  implement  manufac- 
turer grants  his  exclusive  agency  for  South  Africa  to  a  certain 
export  commission  house  in  New  York,  whom  we  may  call 
Smith  &  Co.,  which  has  an  office  in  South  Africa  and  possibly 
several  local  traveling  men  visiting  the  important  towns  of  the 
South  African  Union.  The  traveling  man  for  Smith  &  Co.  who 
handles  the  American  manufacturer's  samples  cannot  easily 
induce  a  local  dealer  in  agricultural  implements  to  buy  his 

1  "I  want  to  emphasize  this  point — ^to  the  manufacturer  who  is  starting 
in  the  field  for  the  first  time  the  export  house  gives  an  opportunity  to 
do  business  with  the  least  trouble  and  expense  to  himself.  It  is  up  to 
the  manufacturer,  however,  to  build  up  the  demand  for  his  particular 
product.  If  the  manufacturer,  by  judicious  advertising  and  promotion 
work,  will  open  up  the  market  for  his  goods  he  can  very  readily  rid  himself 
of  the  other  troubles  in  connection  with  the  export  business  by  utilizing 
the  services  of  the  export  house."  (W.  S.  Kies,  Foreign  Department, 
National  City  Bank  of  New  York.) 
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goods  when  that  dealer  has  for  a  long  time  maintained  friendly 
and  satisfactory  relations  with  Brown  &  Co.,  another  New  York 
export  commission  house  handling  another  kind  of  com  sheller, 
unless  the  dealer  is  prepared  to  throw  over  his  general  relations 
with  Brown  &  Co.,  his  old  connection.  As  a  rule,  he  will  not 
wish  to  divide  his  orders,  giving  most  of  them  to  Brown  &  Co. 
but  a  little  order  to  the  newcomers.  Smith  &  Co.  His  old 
buyers.  Brown  &  Co.,  have  been  executing  his  orders  for  lines 
that  suit  him,  may  perhaps  have  agencies  of  their  own  which 
compete  more  or  less  favorably  with  the  new  line  offered  by 
Smith  &  Co.  The  chances  are  evidently  much  against  the 
chances  of  Smith  &  Co.,  getting  this  dealer's  business  for  the 
special  brand  of  com  sheller  for  which  the  manufacturer  in 
question  has  given  them  his  agency. 

Smith  &  Co.,  the  agents  for  this  new  line,  can,  however,  sell 
their  old  established  customers  to  whom  they  have  previously 
been  selling  other  kinds  of  agricultural  implements,  supplies  in 
general,  or  allied  lines,  which  have  given  them  an  introduction 
to  these  customers.  Here  and  there  Smith  &  Co.  may  pick  up 
new  customers  or  win  away  customers  from  other  export  com- 
mission houses.  In  principle,  however,  the  commission  house 
as  exclusive  agent  for  a  manufacturer  in  a  given  territory  is 
not  likely  to  develop  trade  to  its  greatest  possibilities. 

Some  manufacturers,  however,  believe  it  advantageous  to 
grant  agencies  to  those  commission  houses  which  seem  most  de- 
sirable, each  for  a  special  territory,  allowing  an  agreed  upon 
commission  to  each  house  on  all  orders  received  from  its  terri- 
tory through  no  matter  what  channel. 

Even  in  those  comparatively  rare  cases  where  American  ex- 
porters operate  to  some  extent  as  merchants,  carrying  local 
stocks  of  goods  in  foreign  markets,  specialization  is  coming 
more  and  more  to  govern.  Stocks  may  be  carried  of  factory 
and  mill  supplies,  for  example ;  in  the  same  establishment  stocks 
of  haberdashery  are  not  likely  to  be  found. 

All  this  should  not,  however,  be  taken  to  imply  that  the 
services  of  the  American  export  houses  cannot  be  most  ad- 
vantageously utilized  by  many  manufacturers.  It  is  only  in- 
tended to  urge  that  due  and  intelligent  thought  be  given  to  the 
necessary  discrimination  between  houses  and  between  markets. 
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TERMS  OF  BUSINESS  WITH  EXPOBT  HOUSEfi 

Perhaps  most  fruitful  of  all  sources  of  complaint  and  dissat- 
isfaction over  relations  with  export  commission  houses  are  the 
demands  sometimes  made  by  them  which  to  the  inexperienced 
manufacturer  come  as  a  surprise,  a  shock  or  a  puzzle.  How  to 
handle  the  demands  in  question  must  always  be  a  question  of 
individual  policy  on  the  part  of  each  manufacturer  aflfected. 
He  will  be  guided  usually,  perhaps,  by  a  consideration  of  the 
principle  involved  in  relations  with  these  houses  which  should 
be  quite  fully  understood  from  the  foregoing.  The  demands  in 
question  as  well  as  general  terms  of  doing  business  should  now 
be  considered. 

Are  Purely  Domestic  Bisks.— The  New  York  export  commis- 
sion house  is  not  a  foreign  customer.  He  is  a  New  York  cus- 
tomer just  exactly  as  is  any  other  buyer  of  goods  in  that  city. 
Similarly  the  San  Francisco  or  New  Orleans  exporter  is  a 
purely  domestic  customer.  Ratings  of  all  of  them  are  included 
in  the  commercial  agency  books.  No  other  conditions  govern 
the  extension  of  credit  of  these  houses  than  apply  in  the  case 
of  any  other  customers  in  the  same  cities.  While  there  are  a 
great  many  of  these  export  houses  which  are  large  and  rich, 
there  are  many  others  of  quite  different  description. 

It  is  probably  true  that  the  export  commission  houses  as  a 
class  ought  to  employ  more  capital  in  their  business,  should  be 
stronger  financially.  The  limited  capital  of  some  of  these 
houses  necessitates  selling  their  drafts  on  foreign  customers  the 
very  moment  they  are  able  to  get  possession  of  their  bills  of 
lading.  They  cannot  seek  advantages  in  rates  of  exchange 
which  might  in  the  aggregate  of  a  year's  business  contribute 
materially  to  their  profits.  Indeed,  it  is  too  often  the  case  that 
the  medium  sized  and  the  smaller  export  concerns  simply  send 
their  foreign  bills  of  exchange  to  bankers,  accepting  any  rates 
they  can  obtain  and  making  no  serious  study  at  all  of  scientific 
ways  of  financing,  with  little  comprehension,  apparently,  of 
the  principles  of  foreign  exchange  and  of  possible  advantages 
offered  by  different  ways  of  financing  export  business. 

Bisks  Incurred  by  Export  Houses. — The  responsibilities  of 
export  commission  houses  are  thus  explained  by  William  C. 
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Downs,  in  the  Harvard  University  Quarterly  Journal  of  Eco- 
nomics: **The  commission  merchant  not  only  expends  and 
locks  up  a  large  sum  of  money  in  the  machinery  for  continuing 
his  business,  but  also,  no  matter  how  good  his  banking  facili- 
ties may  be,  is  obliged  to  tie  up  as  margin  in  banks  an  amount 
of  money  proportionate  to  his  transactions  and  always  has  a 
contingent  liability  for  the  entire  amount  of  his  transactions 
until  they  are  actually  liquidated,  a  period  of  time  averaging 
five  or  six  months.  Hence,  a  commission  merchant  whose  sales 
may  average  $100,000  per  month  is  constantly  carrying  a  lia- 
bility of  $500,000  or  $600,000.  The  fact  that  the  sales  are  to 
various  countries,  to  diflferent  towns,  to  different  customers  in 
each  country  with  different  dates  of  maturity  and  consist  of 
many  different  classes  of  merchandise  so  that  a  general  debacle 
is  practically  impossible,  is  the  only  reason  that  he  is  able  to 
discount  his  bills  with  any  freedom.  An  individual  manufac- 
turer, unless  exporting  on  a  very  large  scale,  could  not  expect 
to  obtain  the  same  banking  facilities." 

Exception  may  be  taken  to  this  statement  in  certain  regards. 
Any  individual  manufacturer  who  possesses  a  satisfactory 
financial  reputation  never  has  any  difficulty  in  discounting  his 
bills  and  usually  at  quite  as  good  rates  as  those  enjoyed  by  the 
average  export  commission  house,  save  only  that  the  latter  may 
have  more  experience  in,  or  better  opportunities  for  **  shopping 
around"  among  bankers.  Again,  the  responsibility  of  the  ex- 
port houses  is  by  no  means  so  large  as  that  above  indicated. 
While  it  is  true  that  the  total  gross  liability  of  the  example 
quoted  in  the  course  of  five  or  six  months  may  be  $500,000  or 
$600,000  yet  that  is  not  the  net  liability.  The  exporter  has 
hypothecated  with  the  banks  to  whom  he  has  sold  his  drafts 
merchandise  representing  this  face  value.  In  case  of  forced 
liquidation  the  proceeds  from  such  property  would  account  for 
a  very  large  share  of  the  nominal  liability.  By  no  means  all 
of  the  business  of  export  commission  houses  involves  the  exten- 
sion of  credit  to  their  customers. 

Cash  Discounts. — The  old  notion  of  doing  business  with  ex- 
port commission  houses,  the  consideration  which  seemed  to 
commend  relations  with  them  to  manufacturers  not  disposed  to 
look  beyond  the  ends  of  their  own  noses  so  far  as  export  trade 
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is  concerned,  used  to  be  that  the  exporters  paid  cash  over  the 
counter ;  that  it  was  only  necessary  for  the  manufacturer  to  take 
around  his  bill  of  lading  and  exchange  it  for  a  check.  Even 
to-day  the  advantage  of  the  cash  discount  is  indispensable  to 
any  export  house.  The  exporter  who  does  not  pay  cash  within 
the  usual  cash  period  is  handicapped  in  his  buying,  is  not  likely 
to  secure  the  best  prices,  may  even  be  refused  goods  by  manu- 
facturers. Obviously,  therefore,  considerable  capital  or  ample 
facilities  for  obtaining  funds  are  essential  to  success  in  this 
field.  Many  of  the  export  commission  houses  are,  however,  ac- 
customed on  one  pretense  or  another  to  stretch  cash  terms,  de- 
manding the  ten  day  discount  when  sixty  days  have  passed. 
The  claim  in  many  instances  is  that  goods  have  not  arrived,  or, 
if  they  have  arrived,  that  the  ocean  steamer  has  not  sailed  and  it 
has  not  therefore  been  possible  for  the  exporter  to  sell  his  draft 
and  secure  his  own  cash.  Of  course,  these  arguments  are  rather 
beside  the  point,  having  no  bearing  on  the  principle  underly- 
ing the  very  theory  of  cash  discounts. 

None  the  less,  there  is  some  justification  for  the  complaint  of 
the  export  houses  that  sometimes  they  do  not  receive  even  as 
favorable  treatment  as  do  some  large  domestic  buyers.  The 
manufacturer  who  is  anxious  to  get  the  business  of  a  big  New 
York  department  store  may  not  only  give  that  establishment 
equally  as  good  prices  as  he  quotes  *'for  export,''  but  he  may 
extend  the  facility  of  ''sixty  days'  dating"  with  subsequent 
cash  discount,  when  he  positively  refuses  to  consider  anything 
of  the  sort  in  dealing  with  a  New  York  export  house.  Usually, 
however,  exporters  are  placed  at  least  on  an  equality  with  do- 
mestic buyers  so  far  as  prices  are  concerned,  and  sometimes 
special  or  unusual  quotations  are  made  them.  Their  ability  to 
command  exceptional  prices  depends,  or  should  depend,  prin- 
cipally on  the  actual  volume  of  the  trade  offered  or  likely  to 
be  offered  by  the  house  in  question. 

The  demand  of  exporters  that  cash  discounts  be  restricted  to 
them  and  not  extended  to  customers  abroad,  unless  the  latter 
actually  place  cash  in  this  country  before  the  shipment  of  the 
goods,  is  thoroughly  well  justified  and  the  practice  should  be 
adopted  by  every  manufacturer  seeking  export  trade.  Later 
on  we  shall  see  how  other  forms  of  payment  are  by  no  means 
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to  be  considered  as  cash.  Manufacturers  will  conserve  their 
own  security  no  less  than  interest  by  refraining  from  quoting 
cash  discounts  abroad,  while  this  advantage  to  the  exporter  is 
little  enough  for  the  manufacturers  to  offer. 

Extra  ''Private"  Concessions. — No  matter  what  claims  may 
be  made  in  this  regard  by  export  houses,  it  remains  a  fact  that 
few  if  any  among  them  do  not  now  and  then  request  or  demand 
extra  discounts,  private  commissions,  or  concessions  of  similar 
nature  under  some  other  name,  from  manufacturers  with  whom 
they  do  business.  In  but  few  cases  are  these  requests  justified, 
for  seldom  are  special  services  actually  rendered.  Bequests 
sometimes  develop  into  demands  and,  in  all  too  many  cases, 
demands  grow  into  threats.  This  is'  doubtless  the  greatest 
abuse  in  the  export  commission  business.  It  is  one  against 
which  the  heads  of  reputable  export'  houses  have  themselves 
protested,  but  while  the  head  of  such  a  house  has  been  protest- 
ing, one  of  his  employees,  who  wants  to  make  a  record  for 
shrewdness  for  himself,  has  at  the  same  time  been  adopting  the 
very  course  denounced  by  his  principal.  It  happens  often 
enough  that  demands  of  this  sort  are  made  even  when  the  busi- 
ness in  view  by  a  commission  house  has  been  originated  by  a 
manufacturer  of  whom  the  commission  house  never  before 
heard. 

Of  course,  when  a  manufacturer  thoroughly  understands  the 
business  of  these  houses  and  has  established  intimate  relations 
with  certain  of  them,  the  question  of  policy  involved  on  his 
part  in  complying  with  requests  or  demands  for  private  con- 
cessions may  be  quite  another  story. 

Legal  Status  of  Commission  Houses. — Here  is  the  position  of 
English  authorities  as  to  the  seeking  and  retention  of  ''pri- 
vate" allowances  by  export  houses:  "It  should  be  borne  in 
mind  that  when  a  pe^on  is  acting  as  agent  he  is  bound  to  ac- 
count to  his  principal  for  all  discounts  or  other  allowances  that 
he  may  receive.  His  remuneration  should  consist  solely  and 
entirely  of  the  commission  which  he  receives  on  the  transaction. 
A  merchant  on  the  other  hand,  if  acting  as  such  and  not  merely 
as  an  agent,  is  entitled  to  retain  any  discounts  or  allowances 
received  respecting  the  goods;  but  when  he  pays  shipping  or 
other  charges  for  account  of  his  customer  and  specifies  such 
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charges  on  the  invoice,  he  is  in  that  respect  acting  as  agent  and 
should  allow  any  rebates  or  allowances  which  he  may  receive  of 
such  charges/' 

The  English  courts  have  pronounced  definitely  as  to  the 
profits  which  an  export  commission  merchant  may  properly 
mate.  In  a  case  a  few  years  ago  where  a  plaintiff  claimed  that 
the  defendant  besides  charging  commission  of  so  much  per  cent, 
made  profit  in  other  directions,  for  instance,  on  the  charge  for 
packing  and  in  not  allowing  discounts  granted  by  manufac- 
turers, also  on  the  length  of  time  granted  for  payment  by  cer- 
tain manufacturers,  the  Court  found  that  this  way  of  securing 
compensation  for  alleged  loss  in  other  directions  was  entirely 
irregular  and  calculated  to  deceive  the  clients,  who  should  have 
been  charged  with  all  the  losses  and  credited  with  all  the  gains, 
the  only  profit  accruing  to  the  commission  merchants,  that  is 
the  defendants,  being  the  commission  they  openly  chained  in 
their  invoice. 

The  Court  went  on  to  declare  that  the  moment  a  commission 
is  charged  the  merchant  figures  no  longer  as  an  ordinary  buyer 
or  seller  but  rather  as  an  agent,  seeing  that  he  is  paid  a  stipu- 
lated amount  for  acting  on  behalf  of  another  person,  whether 
buying  or  selling,  so  that  the  merchant  becomes  for  the  time 
being  simply  the  agent  of  his  client. 

''Contributions"  Toward  Expenses.— What  is  only  to  be 
called  another  abuse  in  the  export  commission  business  is  the 
frequent  solicitation  from  manufacturers  of  contributions  to- 
ward expenses  which  it  is  proposed  to  undertake  nominally  in 
behalf  of  the  development  of  the  manufacturer's  foreign  trade. 
Suggestions  for  such  contributions  are  usually  based  on  a  pro- 
posal to  have  a  traveling  man  for  the  export  house  carry  a  line 
of  the  manufacturer's  samples  and  actively  endeavor  to  solicit 
orders  for  him,  which,  of  course,  will  be  filled  through  the 
commission  house.  Sometimes,  however,  these  suggestions  are 
based  on  nothing  more  than  indefinite  proposals  to  give  special 
attention  to  the  manufacturer's  line,  or  to  handle  it  exclusively. 

The  position  of  traveling  salesmen  for  export  commission 
houses  has  already  been  examined.  Their  ability  to  get  busi- 
ness for  any  special  line  which  they  carry  depends  largely  on 
the  general  class  of  trade  which  will  be  chiefly  drummed.    If 
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a  large  general  assortment  of  samples  of  all  sorts  of  goods  is 
carried  then  the  traveling  man  seldom  has  time  enough  in  any 
one  market  to  work  thoroughly  every  branch  of  trade  and, 
since  he  must  strive  to  his  utmost  to  make  the  largest  total  sales 
in  order  to  justify  his  salary,  expenses  and  continued  employ- 
ment, it  is  bound  to  result  that  he  will  follow  the  lines  of  least 
resistance  and  devote  his  efforts  to  selling  the  goods  that  sell 
most  easily  and  quickly. 

Something  may  be  done  by  the  manufacturer  through  per- 
sonal work  with  the  salesman,  giving  him  a  more  or  less  ade- 
quate knowledge  of  the  special  line  and  endeavoring  to  develop 
his  enthusiasm  for  it,  but  any  such  personal  interest  that  may 
be  worked  up  in  the  salesman  will  rapidly  evaporate  when  he  is 
in  the  field,  if  the  line  is  not  a  popular  one  or  one  already  known 
and  introduced,  that  is  if  a  great  deal  of  hard  work  is  required 
to  introduce  it.  None  the  less,  cases  have  been  known  where 
cooperation  of  this  sort  has  been  found  profitable  by  manufac- 
turers who  have  not  regretted  contributions  made  to  commis- 
sion houses  in  support  of  similar  efforts  by  their  traveling  men. 

Not  every  such  suggestion  for  contribution  from  manufac- 
turers is  justified  or  can  even  be  called  honest.  Each  sugges-. 
tion  of  this  sort  should  be  carefully  scrutinized  and  analyzed. 
New  York  exporters  have  been  known  to  appeal  for  such  con- 
tributions, claiming  five  or  six  traveling  men  continually  work- 
ing in  certain  markets,  when  manufacturers  of  lines  apparently 
well  suited  for  export  have  solicited  orders.  Some  such  ex- 
porters have  never  had  more  than  two  traveling  men  and 
usually  have  one  only.  When  five  sets  of  samples  have  been 
furnished,  four  of  them  have  remained  in  the  exporter's  New 
York  office.  This  sort  of  contribution  is  little  less  than  black- 
mail. If  paid  at  all  by  the  manufacturer  it  should  be  with  a 
full  understanding  of  the  real  state  of  affairs. 

Another  New  York  exporter,  who  is  reputed  to  do  quite  a 
large  business  in  Latin  America,  is  reliably  reported  as  carry- 
ing samples  of  certain  American  goods  which  he  takes  care  shall 
not  bear  any  distinguishing  brands — above  all,  no  registered 
trade  marks.  Orders  secured  by  traveling  men  in  the  hosiery 
line,  for  example — are  filled  by  shipping  goods  from  any  manu- 
facturer whatsoever  who  can  be  found  to  make  a  near  imitation 
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of  the  original  sample.  No  little  dissatisfaction  has  resulted 
from  this  course  on  the  part  of  all  concerned,  save  the  exporter, 
and  no  little  real  harm  followed  to  American  export  interests  in 
general. 

Once  more,  however,  the  reader  should  be  cautioned.  He 
must  not  get  the  idea  that  every  export  commission  house  is 
dishonest  or  misrepresents  facts  and  conditions.  Many  of 
them  are  big,  rich,  honorable  concerns.  Ordinary  business 
shrewdness  only  is  required  in  operating  through  exporters  as 
a  class. 

Future  of  the  Export  Commission  House.— In  spite  of  the 
many  criticisms  aimed  at  export  commission  houses  and  the 
world-wide  inclination  to  do  away  with  the  middleman  so  far  as 
possible,  there  is  no  real  reason  to  expect  their  elimination. 
They  are  and  will  always  continue  to  be  immensely  useful  in  the 
exporting  of  a  great  many  kinds  of  American  products  and  in 
our  trade  with  many  foreign  markets.  The  character  of  their 
business  has  changed  materially  within  recent  years  and  will 
undoubtedly  change  to  an  even  greater  extent  in  the  future. 
Closer  acquaintance  between  manufacturers  and  commission 
houses,  franker  relations,  perhaps  more  honest  representations, 
are  to  be  desired,  will  probably  come. 

In  the  discussion  of  the  need  of  ''combinations  of  small  manu- 
facturers" for  the  development  of  export  trade,  speakers  and 
writers  seem  entirely  to  have  forgotten  the  very  existence  of  the 
export  commission  houses.  They  seem  to  overlook  the  fact  that 
the  combinations  proposed  will  themselves  virtually  be  of  the 
same  nature  and  on  the  same  basis  as  the  existing  export  houses 
— ^with,  however,  this  important  distinction:  the  established 
houses  already  enjoy  a  knowledge  and  experience  in  export 
trading  which  proposed  new  ''combinations"  would  have  to 
acquire. 

It  is  probable,  too,  that  the  day  of  the  real  export  "mer- 
chant" will  arrive  here  in  the  United  States,  especially  in  view 
of  the  growing  diflSculties  in  the  export  commission  business  and 
the  narrowing  profits  of  all  American  business.  It  is  probable 
that  through  such  merchants  the  "credit"  can  best  be  extended 
which  it  is  declared  foreign  markets  must  have  from  the  United 
States  if  we  are  to  supplant  competing  nationalities  in  a  larger 
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proportion  of  their  trade.  Possibly  the  greatest  opportunity 
in  this  direction  may  be  in  a  big  aggregation  of  capital  which 
shall  interest  itself  in  the  development  of  our  export  trade  in 
cotton  piece-goods — even,  if  necessary,  in  the  physical  reorgani- 
zation of  mills  to  be  devoted  exclusively  to  export  goods.  In  a 
preliminary  and  more  general  way,  however,  the  cooperation 
spoken  of  between  manufacturer  and  exporter  is  to  be  com- 
mended and  will  almost  certainly  result  in  increased  profits 
and  satisfaction  to  both. 
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CHAPTER  IX 

LOCAL  FOREIGN  SALES  AGENTS,  DISTBIBUTOBS 
AND  BRANCH  OFFICES 

Local  Sales  Agents  Established  Everywhere — Used  More  Gener- 
ally by  European  Than  by  American  Manufacturers — Are 
Not  Buyers  of  Goods  and  Hence  to  be  Distinguished  from 
Wholesale  Distributors — Their  Functions  as  Salesmen  and 
Otherwise — Giving  Agencies  to  Merchants,  Advantages  and 
Disadvantages — When  and  How  Manufacturers  Should  Estab- 
lish Their  Own  Branch  Offices  Abroad. 

MISUSE  of  the  word  ''agent"  is  much  too  common 
among  American  manufacturers.  They  often  adver- 
tise ** agents  wanted"  when  what  they  really  mean  is 
that  they  want  to  find  merchants  who  will  give  them  orders  in 
return  for  which  the  exclusive  control  of  their  goods  for  a  cer- 
tain market  will  be  granted.  There  is  entirely  too  much  confu- 
sion of  this  term  everywhere,  even  in  Europe.  A  merchant  may 
be  an  agent  in  a  sense,  but  even  so  it  is  highly  desirable  to  dis- 
tinguish in  the  use  of  the  word. 

**What  we  want  is  orders"  is  beyond  any  question  a  praise- 
worthy slogan.  However,  manufacturers  do  not  always  give 
suflScient  thought  and  study  to  different  ways  of  getting  orders 
or  deliberately  analyze  ways,  seeking  that  by  which  the  most 
orders  are  likely  to  be  obtained.  As  has  already  been  suggested, 
one  order  from  a  market  should  only  be  regarded  as  a  clue  to 
many  others.  It  follows  that  ways  of  getting  the  most  possible 
business  in  that  special  market  need  study.  We  have  now  to 
consider,  as  regards  any  given  market,  the  local  commission 
agent  domiciled  there,  the  wholesale  distributor  and  the  manu- 
facturer's own  branch  establishment. 

LOCAL  COMMISSION  AGENTS 

Every  foreign  mail  brings  to  prominent  American  mnufac- 
turers  letters  from  sundry  foreign  countries  applying  in  more  or 
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less  convincing  terms  for  the  agency  for  the  manufacturer's  goods 
in  a  given  district.  These  letters  are  often  enough  dropped  un- 
answered into  the  waste  paper  basket,  or  the  manufacturer  re- 
plies quoting  prices  and  soliciting  an  order.  People  who  ask  for 
such  agencies  are  not  merchants.  They  are  not  buyers  of  goods. 
They  are  salesmen.  It  is  an  evidence  of  American  ignorance  of 
the  organization  of  foreign  business  to  offer  to  sell  them  goods. 
Such  a  proposition  will  be  as  great  a  surprise  to  the  foreign  agent 
as  it  would  be  to  an  American  ** drummer"  who  makes  applica- 
tion for  employment  to  be  met  with  a  proposal  that  he  place  an 
order  and  pay  for  goods  which  he  seeks  a  '*job"  to  sell. 

It  is  certainly  a  mistake  also  to  disregard  all  such  applica- 
tions or  to  depreciate  the  value  of  the  principle  involved  in  this 
way  of  developing  business.  The  very  fact  of  the  existence 
everywhere,  and  in  large  numbers,  of  these  local  commission 
agents  can  only  indicate  that  they  are  believed  by  some  manu- 
facturers to  fill  a  useful  purpose.  Thus,  we  find  an  English  au- 
thority saying:  **In  foreign  trade  a  network  of  good  agents 
is  practically  indispensable  to  success."  We  should  then  ex- 
amine rather  carefully  the  operations  of  such  agents  and  possible 
advantages  in  utilizing  their  services. 

Where  Agents  Abound. — These  local  commission  agents  are 
to  be  found  in  every  country  under  the  sun,  even  in  the  special- 
ized markets  of  Europe,  and  there  are  a  good  many  of  them  still 
existing  here  in  the  United  States,  for  example  representing 
Eastern  manufacturers  in  the  Pacific  Coast  cities,  and  in  the 
City  of  New  York  as  representatives  of  European  goods  imported 
here.  In  Germany  such  agents  had  a  large  and  important  asso- 
ciation of  their  own  with  prescribed  and  printed  forms  of  con- 
tract including  provisions  for  the  settlement  by  arbitration  of 
disputes  between  manufacturer  and  agent. 

Agents  of  this  sort  are  used  generally  by  European  manufac- 
turers or  at  least  much  more  freely  than  (hitherto)  by  Americans. 
Yet  practically  every  export  commission  house  in  this  country  is 
represented  in  some,  perhaps  in  many,  foreign  markets  by  such 
agents  and  the  custom  of  utilizing  them  has  been  growing  among 
American  manufacturers  of  late  years,  as  their  experience  in 
foreign  markets  has  increased.  It  may  be  noted  that  there  are 
some  agents  of  this  class  domiciled  in  foreign  markets  who  are 
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Americans,  notably  in  Australia.  Such  agents,  although  one  of 
them  usually  represents  many  different  manufacturers  in  perhaps 
as  many  diverse  kinds  of  goods,  are  not  to  be  confounded  with 
the  ''combination'*  traveling  men  who  have  already  been  con- 
sidered. The  local  agent  permanently  domiciled  in  a  definite, 
circumscribed  territory  must  be  regarded  as  in  a  different  class. 

Prejudice  Against  Agents. — American  manufacturers,  famil- 
iar only  with  our  highly  specialized  trade  at  home,  seem  always 
disposed  to  doubt  the  ability  of  any  salesman  to  handle  satisfac- 
torily at  the  same  time  ribbons  and  machinery  even  in  a  small 
market,  for  example,  in  the  West  Indies  or  in  Venezuela.  But 
any  live,  active  man  in  such  a  market  is  bound  to  know  personally 
every  individual  engaged  in  any  sort  of  business. 

The  evolution  of  the  activities  of  such  an  agent  is  sometimes 
quite  clearly  to  be  traced.  For  instance,  take  an  agent  in  Cuba 
who  begins  by  developing  quite  a  large  business  in  strawboard. 
Among  other  customers  he  acquires  many  of  the  numerous  manu- 
facturers of  matches  and  soap  in  Cuba  who  require  material  for 
making  their  cardboard  boxes.  At  the  same  time  these  manu- 
facturers, whose  friendship  and  confidence  he  has  developed, 
require  chemicals,  rosin,  greases,  paper,  printing  and  paper-box- 
making  machinery,  wood-working  machinery,  belting,  lubricants, 
etc.  There  is  probably  not  enough  demand  for  machinery,  for 
example,  to  make  the  exclusive  representation  of  a  given  kind  of 
machinery  worth  the  sole  attention  of  a  capable  agent.  If  there 
is  not  business  enough  to  be  done  in  any  single  article  to  make  it 
alone  profitable  for  a  local  representative,  there  certainly  cannot 
be  enough  to  warrant  the  American  manufacturer  in  maintaining 
his  own  special  agent  in  such  a  market. 

Then,  too,  American  manufacturers  seem  to  be  afraid  to  entrust 
what  they  call  the  making  of  credits,  or  **the  control  of  their 
business,''  to  a  foreign  agent,  quite  forgetting  that  such  an 
agent  must  in  any  event  be  required  to  operate  under  their  in- 
structions and  subject  to  their  dictation,  with  such  limitations 
as  they  may  choose  to  put  upon  him. 

Nationality  of  Agents. — There  is  a  great  deal  of  nonsense  in 
the  popular  cry  that  we  must  have  Americans  to  represent  Amer- 
ican goods  in  foreign  markets.  No  similar  argument  based  on 
national  patriotism  has  anything  like  the  popularity  among 


Digitized  by 


Google 


AGENTS  AND  BRANCH  OFFICES  287 

European  manufacturers  than  this  has  acquired  in  our  own 
country.  The  experienced  man  in  a  given  market  may  be,  al- 
most certainly  will  be,  preferable  to  a  newcomer.  Costly  experi- 
ments are  sure  to  be  avoided.  On  the  other' hand,  it  does  not 
follow  that  a  native  of  the  market  is  to  be  preferred.  Very 
likely  an  agent  of  foreign  birth  may  be  more  useful  in  introduc- 
ing any  kind  of  goods  of  foreign  origin.  Germans  in  South 
America  used  to  act  as  selling  agents  on  commission  for  British 
manufacturers.  Prior  to  the  European  War,  English  commis- 
sion agents  represented  German  exporters  in  South  Africa  while 
some  Germans  represented  English  houses  there. 

Many  years  ago  an  American  shoe  manufacturer  visiting  Lon- 
don and  succeeding  in  securing  trial  orders  for  his  products, 
wished  to  leave  a  permanent  representative  behind  him  when  he 
returned  home.  On  looking  the  field  over  he  determined  on  an 
agent  of  Austrian  birth  who  had  for  a  long  time  been  domiciled 
in  London  representing  certain  prominent  Vienna  shoe  manufac- 
turers. The  American  manufacturer  had  no  hesitation  in  plac- 
ing his  samples  and  the  development  of  his  business  in  the  hands 
of  this  Austrian,  for  the  American  goods  did  not  compete  with 
the  Austrian  represented  by  the  same  man,  even  though  at  similar 
prices.  The  American  never  had  reason  to  repent  of  his  decision, 
for  the  agent  had  not  established  himself  in  London  to  represent 
the  Austrian  nation  and  he  had  an  equal  interest  in  selling  the 
American  goods  as  in  selling  the  Austrian  goods,  because  it  was 
his  ambition  to  make  just  as  much  money  as  he  possibly  could. 

Local  Status  of  Agents. — In  every  market  where  agents  are 
to  be  found,  and  that  means  all  markets  of  the  world,  there  are 
all  sorts — ^good,  bad  and  indifferent.  There  are  agents  of  stand- 
ing, successful  experience,  high  character,  commanding  general 
respect ;  there  are  boys  just  out  of  school  who  do  not  know  what 
else  to  do  than  set  themselves  up  as  commission  agents ;  there  are 
agents  who  are  struggling  along  making  a  pitiful  livelihood  at 
almost  anything  to  which  they  can  turn  their  hands;  there  are 
agents  who  represent  some  of  the  biggest  manufacturers  of  the 
world  from  whom  they  virtually  have  carte  blanche  in  their 
territories.  It  is  not  to  be  forgotten  that  in  foreign  markets 
people  look  much  more  to  the  status  of  the  man  on  the  spot  than 
to  the  house  he  represents.    In  this  respect,  at  least,  the  local 
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commission  agent  is  comparable  to  a  manufacturer's  own  travel- 
ing salesman.  • 

The  manufacturer  of  goods  occasionally  suitable  for  supplies 
to  government  and  public  service  enterprises  will  do  well  to 
remember  that  offers  in  response  to  official  invitations  to  tender 
are  usually  only  accepted  from  people  on  the  ground  who  give 
satisfactory  references  including  local  banks,  demonstrating  their 
ability  and  the  ability  of  the  house  they  represent  to  carry  out  a 
contract  if  it  is  awarded  to  them.  Local  agents  have  other  facil- 
ities in  this  direction  quite  impossible  to  a  foreign  manufacturer. 
In  many  countries  Governments  maintain  a  **list"  of  the  local 
concerns  in  a  position  to  offer  certain  supplies  and  *'  getting  on 
the  list"  involves  receiving  particulars  of  goods  required  with 
invitation  to  submit  bids  in  numerous  instances  when  tenders  are 
never  publicly  advertised. 

A  Resident  Agent's  Responsibility. — In  foreign  countries  an 
agent  is  commonly  accepted  as  the  authorized  representative  of 
his  principals  in  every  respect.  However,  the  authority  of  the 
agent  may  be  limited  by  the  contract  which  his  principal  makes 
with  him.  Frequently,  if  not  usually,  it  is  assumed  that  the 
agent  who  sells  goods  is  authorized  to  collect  the  invoice  value  of 
those  goods,  unless  such  responsibility  is  expressly  disclaimed  on 
the  face  of  the  invoice. 

In  England,  the  agent  for  an  American  manufacturer  has  been 
held  personally  responsible  for  claims  for  damages  against  that 
manufacturer  on  the  part  of  customers  to  whom  goods  have  been 
sold  and  who  have  found  cause  for  claim. 

In  Italy,  the  law  provides  that  if  an  agent  has  been  permitted 
to  collect  a  single  account  he  is  regarded  as  empowered  to  collect 
other  accounts.  While  risk  involved  in  such  collections  applies 
only  in  the  case  of  open  accounts,  which  are  seldom  advisable 
and  on  the  whole  uncommon  in  American  export  practice,  yet 
where  it  is  desired  to  guard  against  such  a  contingency  invoices 
may  be  stamped,  preferably  in  the  language  of  the  country  to 
which  the  goods  have  been  shipped,  with  a  notice  that  settlements 
will  not  be  recognized  by  the  manufacturers  unless  made  direct 
to  them,  or  in  some  other  special  manner,  **as  our  representatives 
are  not  authorized  to  make  collections." 

It  is,  however,  quite  common  practice  that  when  a  desirable 
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agent  has  been  appointed  a  duly  executed  power  of  attorney  is 
given  him  enabling  him  as  the  manufacturer's  representative  to 
do  certain  specific  acts.  The  agent's  principals  are  thereby 
legally  absolved  from  responsibility  for  any  acts  of  his  transcend- 
ing the  authority  specifically  given.  A  certain  implied  responsi- 
bility may  remain,  however,  of  which  considerations  of  business 
policy  may  impel  recognition. 

It  should  be  understood  that  an  agent  is  not  as  a  rule,  or  unless 
by  special  agreement,  responsible  for  goods  sold  by  him  if  his 
customers  fail  before  the  goods  have  been  paid  for.  The  agent 
does  not  sell  his  own  goods  or  act  on  his  own  account.  He  is 
purely  an  agent  for  his  principals. 

The  financial  resources  of  agents  of  this  sort  are  likely  to  be 
limited,  no  matter  how  good  an  income  one  who  is  successful  may 
be  making.  His  own  resources  are  not  usually  a  matter  of  im- 
portance to  manufacturers  whom  he  represents,  for  they  seldom 
have  occasion  to  trust  him  or  extend  credit  to  him,  at  least  for 
anything  more  than  the  usually  small  value  of  sample  collec- 
tions. In  such  a  case,  or  in  any  likely  case,  the  financial  responsi- 
bility of  the  agent  is  quite  subordinate  to  his  moral  responsibility. 

Choosing  a  Local  Agent. — It  is  extremely  desirable  that  when- 
ever possible  agents  be  personally  selected  after  meeting  and 
watching  them  at  work  in  the  fields  where  they  are  located. 
Whenever  a  foreign  market  is  visited  by  a  manufacturer,  or  by" 
his  salesman,  such  a  personal  selection  on  the  ground  can  be 
made.  American  traveling  salesmen  should  be  specifically  em- 
powered by  manufacturers  to  appoint  permanent  representatives 
in  the  principal  trade  centers  who  can  follow  up  the  introductory 
work,  keep  in  touch  with  the  local  trade  and  see  that  repeat  orders 
are  forthcoming. 

When  one  cannot  choose  an  agent  in  the  course  of  an  actual 
visit  to  his  market,  it  still  remains  possible  to  obtain  otherwise 
a  fairly  satisfactory  idea  of  the  agent's  character  and  standing 
and  ability.  In  view  of  the  responsibilities  involved  on  both 
sides,  as  well  as  the  damage  or  benefit  to  business  likely  to  result, 
exceptional  care  must  be  taken  in  the  examination  of  an  agent's 
claims  before  his  appointment.  The  bad  must  strenuously  be 
avoided.  The  character  of  the  agent  comes  first,  his  ability 
second. 
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An  Agent's  References. — An  applicant  for  appointment  as 
agent  will,  of  course,  be  expected  to  set  forth  his  own  record 
frankly  and  give  addresses  of  many  references.  References  to 
American  manufacturers  who  have  already  been  represented  for 
a  sufficient  length  of  time  to  make  their  experience  and  opinion 
worth  considering  are  easily  investigated  and  are  probably  those 
most  satisfactory  to  our  manufacturers,  as  a  rule.  However,  be- 
cause this  way  of  doing  business  is,  as  yet,  comparatively  rare  in 
this  country,  there  are  not  many  even  of  the  best  foreign  com- 
mission agents  who  are  able  to  give  references  to  American  con- 
cerns. References  to  European  manufacturers  are  much  com- 
moner. Sometimes  such  manufacturers  of  international  fame 
are  mentioned.  Sometimes  the  manufacturers  named  are  quite 
unknown  in  the  United  States.  In  the  one  case,  confidence  will 
be  felt  in  information  given  by  the  large  concerns  in  reply  to 
letters  of  inquiry ;  in  the  other,  little  confidence  reposed  because 
the  manufacturers  are  just  as  unknown  as  is  the  agent  who  men- 
tions them  as  his  references.  None  the  less,  information  from 
all  should  be  sought,  but  the  investigation  should  not  stop  there. 
It  is  characteristic  of  all  references  that  names  only  will  be 
quoted  which  it  is  believed  will  result  in  satisfactory  reports. 
There  may  be  numerous  other  concerns  with  whom  relations 
have  been  maintained  which  might  not  be  inclined  to  recom- 
mend the  agent  so  highly.  An  effort  should  be  made  to  find 
what  other  firms  than  those  named  as  references  have  also  been 
represented,  and  information  received  from  such  concerns  may 
be  compared  with  that  from  the  applicant's  references. 

Some  of  these  agents,  particularly  in  Latin  America,  are  fond 
of  mentioning  local  business  houses  as  references.  For  a  num- 
ber of  reasons  the  latter  class  is  worthy  of  no  consideration  at 
all.  However,  local  bankers  in  the  agent's  own  town  may  be 
asked  in  regard  to  the  applicant's  character  and  local  trade  in- 
fluence. As  a  rule  their  advices  in  such  regards  are  trust- 
worthy. Other  information  independently  undertaken  by  the 
manufacturer  will  follow  the  procedure  usual  in  the  case  of  any 
credit  reports. 

Why  No  References  May  Be  Named. — Many  of  the  hundreds 
of  applications  for  agencies  which  reach  American  manufacturers 
do  not  mention  any  references  whatever.    This  omission  is  apt 
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to  make  an  unpleasant  impression  on  the  manufacturer,  which 
may  or  may  not  be  justified.  Even  the  best  of  foreign  agents 
are  sometimes  unwilling  to  subject  their  principals  unnecessarily 
to  the  annoyance  and  a  certain  implied  responsibility  in  acting 
as  references  and  hence  defer  mentioning  any  names  until  they 
have  been  encouraged  by  the  manufacturers  to  whom-  they  apply 
to  believe  that  if  they  can  justify  their  claims  they  will  be  con- 
sidered for  the  position  they  seek.  On  the  other  hand,  a  good 
many  of  these  applications  for  agencies  come  from  people  not  in 
a  position  to  quote  imposing  references.  The  manufacturer 
ought  not  to  assume  that  one  or  the  other  of  these  conditions  is 
the  fact  in  any  given  instance. 

No  harm  at  all  is  done  by  replying  to  every  such  application, 
observing  in  such  reply  that,  of  course,  no  real  consideration  can 
be  given  to  the  application  until  references  have  been  quoted 
and  duly  investigated.  Advantage  should  be  taken  of  the  ad- 
vertising opportunity  secured  from  the  applicant's  expressed  in- 
terest in  the  goods.  There  is  nothing  to  be  lost  by  impressing 
one's  correspondent  with  the  special  desirability  of  the  goods 
one  has  to  sell,  whether  or  not  it  is  expected  in  any  case  to  estab- 
lish business  connections  along  the  lines  proposed.  This  matter 
should,  however,  be  handled  intelligently.  Nothing  is  to  be 
gained  by  offering  to  sell  goods  to  an  agent  of  this  description. 
He  will  be  apt  to  curl  his  lip  in  scorn  at  the  manufacturer's 
ignorance,  or  as  he  may  call  it,  provincialism. 

No  agent  must  ever  be  appointed  until  the  manufacturer  is 
absolutely  convinced  from  all  that  he  can  learn  from  every 
available  source  that  the  agent  is  deserving  of  confidence. 
When  appointed,  that  confidence  and  every  possible  support 
should  freely  be  extended. 

Oontracts  with  Agents. — In  every  case,  in  appointing  an 
agent  a  hard  and  fast  contract  should  be  made,  clearly  and  mi- 
nutely explaining  and  specifying  the  powers  and  duties  of  the 
agent,  his  authority  and  how  limited,  the  terms  on  which  he  is 
empowered  to  do  business  as  representing  his  principals  and 
placing  equal  emphasis  on  the  responsibilities  and  liabilities  of 
the  principals  themselves. 

Among  other  things,  such  contracts  should  particularly 
specify :  the  territory  in  which  the  agent  is  to  operate ;  the  dura- 
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tion  of  the  contract ;  the  rate  of  commission  and  whether  apply- 
ing only  to  new  business  or  to  business  already  established  and 
all  business  from  the  territory ;  when  settlements  of  commissions 
due  and  payable  are  to  be  made,  and  how.  The  contract  may 
very  well  also  include  a  provision  that  all  invoices  are  to  be  made 
out  in  the -names  of  buyers  but  that  copies  shall  be  placed  in 
the  agent's  hands  for  his  information  and  to  enable  him  to  pro- 
tect his  principal's  interests  in  case  of  need. 

Such  contracts  should  be  officially  executed  and  attested. 
The  manufacturer  will  do  well  to  have  his  signature  witnessed 
by  the  nearest  resident  consul  in  the  United  States  of  the  coun- 
try in  which  the  agent  is  located.  The  agent  on  his  side  should 
be  expected  to  execute  his  copy  of  the  contract  before  the  nearest 
American  consul  and  the  whole  should,  whenever  possible,  be 
duly  registered  in  the  competent  local  foreign  commercial 
courts,  or  with  other  suitable  authorities. 

Care  should  be  taken  to  avoid  *' jokers"  in  these  contracts. 
Many  a  contract  has  been  made  which  turned  out  to  involve  the 
manufacturer  in  responsibility  to  pay  commissions  for  a  long 
term  of  years  on  business  no  matter  how  derived  from  territory 
in  question,  or  whether  the  agent  ever  lifted  a  finger  to  try  to  de- 
velop any  business.  Contracts  sometimes  include  a  provision 
for  cancellation  prior  to  their  set  term,  either  automatically  or 
on  due  notice,  if  a  certain  minimum  volume  of  business  has  not 
been  secured  by  the  agent.  Liberal  arrangements  in  this  regard 
are  called  for,  since  the  most  honest  and  most  able  of  agents  may 
not  be  able  to  sell  new,  unknown,  untried  goods  in  a  foreign  mar- 
ket up  to  the  expectations  of  their  enthusiastic  American  manu- 
facturer. 

Assignment  of  Territory.— The  territory  itself  should  be  as- 
signed with  due  judgment  and  discretion.  Contracts  have  been 
known  to  include  Manila  and  Panama  in  an  agent's  territory, 
apparently  because  a  manufacturer  fancied  that  both  were 
United  States  territory.  Some  manufacturers  have  been  forced 
to  refer  inquiries  from  Iquitos,  Peru,  to  an  agent  in  Lima,  be- 
cause an  agency  contract  has  been  made  to  cover  Peru  as  a 
whole.  But  Iquitos  is  on  the  Amazon  River,  unapproachable 
from  Lima  without  a  sea  voyage  of  several  weeks'  duration 
aroTlnd  the  larger  part  of  the  South  American  continent ;  there 
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is  no  commercial  communication  between  Lima  and  Iquitos. 
Rio  de  Janeiro  and  the  Amazon  District  of  Brazil  are  as  dis- 
tant one  from  the  other,  so  far  as  accessibility  is  concerned,  as 
are  New  York  and  San  Francisco. 

Few  of  these  foreign  commission  agents  do  very  much  travel- 
ing. Territory,  as  a  rule,  should  therefore  be  limited.  Here, 
however,  as  always,  conditions  must  govern.  An  agent  in  San 
Juan,  Porto  Kico,  may  be  expected  to  cover  the  whole  island. 
In  any  case,  it  will  almost  always  be  desirable,  as  will  invariably 
be  demanded  by  the  agent,  that  the  agency  be  exclusive  and  the 
manufacturer  should  not  only  guarantee  the  territory  in  name 
but  should  absolutely  protect  the  agent.  As  one  manufacturer 
who  does  a  large  business  in  this  way  expresses  it:  **If  you 
have  to  hand  them  a  check  for  $200  on  a  silver  platter,  do  it 
with  a  smile.    You  will  be  repaid." 

Bates  of  Commission.— The  rate  of  commission  demanded  by 
local  commission  agents  naturally  varies  according  to  the  line  of 
goods  involved  and  local  conditions.  It  may  be  as  low  as  1  per 
cent,  on  some  staples  and  as  high  as  20  per  cent,  on  some 
specialties.  This  usually  lies  within  the  discretion  of  the  manu- 
facturer himself. 

An  agent's  proposal  to  increase  prices  in  order  that  the  manu- 
facturer may  be  able  to  pay  a  larger  commission  is  usually  open 
to  the  criticism  that  sales  may  thereby  be  restricted.  However, 
sometimes  an  arrangement  is  made  that  an  agent  is  to  receive 
the  manufacturer's  proposed  rate  of  commission  on  all  sales 
made  at  manufacturer's  established  prices,  but  that  when  in- 
creased prices  are  secured  by  the  agent  on  terms  satisfactory  to 
the  manufacturer  then  a  division  between  manufacturer  and 
agent  shall  be  made  of  the  actual  increase  in  price  secured.  This 
may  or  may  not  work  out  satisfactorily,  chiefly  depending  per- 
haps on  the  character  and  judgment  of  the  agent.  Ordinarily, 
settlements  for  commissions  on  sales  are  made  every  three 
months  or  every  six  months.  They  usually  take  the  form  of  a 
direct  remittance  from  the  manufacturer. 

European  manufacturers  in  making  arrangements  with  local 
commission  agents  in  foreign  markets  often  add  to  an  agreed 
upon  rate  of  commission  on  actual  sales  a  contribution  of  a  small 
amoxmt  of  money  in  the  way  of  salary,  or  agree  to  pay  all  or  a 
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part  of  incidental  expenses  undertaken  by  the  agents  in  their 
principal's  interests.  Hence  it  happens  that  many  applicants 
to  American  manufacturers  propose  payments  for  cablegrams, 
postage  and  other  petties.  The  usual  American  practice  is  to 
decline  to  recognize  these  small  charges,  at  least  at  the  outset  of 
business  relations.  If,  however,  manufacturers  secure  commer- 
cial reports  on  local  customers  through  their  agents,  this  surely 
is  an  expense  which  the  manufacturer  may  be  expected  to  bear. 
All  of  these  aspects  of  business  ought  to  be  covered  in  dear  and 
simple  language  in  the  contract  made  with  the  agent. 

LOCAL  COMMISSION  AGENTS  AS  SALESMEN 

Most  interesting  of  the  activities  of  the  local  commission  agent 
are  likely  to  be  his  operations  as  a  salesman  and  possible  advan- 
tages he  thus  offers,  although  others  of  his  functions  may  be 
equally  as  important,  as  we  shall  see. 

Advantages  of  a  Local  Salesman.— The  local  agent  is  always 
on  the  spot  and  knows  and  tries  to  sell  all  possible  buyers.  He  is 
able  to  take  advantage  of  special  opportunities — a  proposed  new 
enterprise,  a  destructive  fire,  or  of  the  buying  that  chiefly  takes 
place  at  certain  seasons  of  the  year.  He  is  not  likely  to  be  con- 
tent with  a  single  order  from  some  one  buyer  of  the  goods  he 
represents,  as  the  American  manufacturer,  thousands  of  miles 
away,  is  very  apt  to  be.  The  local  agent,  if  of  the  right  caliber, 
may  even  be  able  to  sell  to  competing  wholesale  houses,  persuad- 
ing them  that  it  is  to  their  interest  to  handle  the  selfsame  goods, 
or  selling  one  article  of  a  line  to  one  house  and  another  article  of 
the  same  line  to  that  house's  competitor. 

He  can  grade  his  selling  prices  so  as  to  protect  his  big  or  his 
wholesale  customers  while  at  the  same  time  promoting  consump- 
tion, or  he  can  grade  prices  according  to  the  terms  which  it  is 
necessary  to  make  to  some  individual  customers,  or  according  to 
their  credit  standing  and  possible  risks  involved.  Furthermore, 
the  local  agent  is  in  position  to  keep  abreast  of  the  operations  of 
competitors  in  his  market.  Then,  too,  in  line  with  a  hint  al- 
ready offered,  the  local  representative  can  take  care  of  municipal 
and  other  official  orders,  where  delicate  personal  negotiations  are 
necessary. 

How  Local  Agents  Sell. — There  is  no  mystery  about  the  op- 
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erations  of  these  local  agents.  They  act  precisely  as  would  the 
visiting  salesman  direct  from  the  factory.  They  have  factory 
catalogues  and  whenever  possible  samples  of  the  goods  which 
they  try  to  sell.  Some  important  agents  in  London  and,  for- 
merly, in  Hamburg  for  American  and  other  manufacturers  oper- 
ate as  agents  in  the  name  of  their  principals,  for  whom  they 
oarry  consigned  stocks,  using  their  manufacturers*  letter-heads 
and  invoice  forms,  collecting  invoices  in  the  manufacturers' 
names  and  depositing  collections  to  accounts  opened  in  manu- 
facturer's names  in  London  and  Hamburg  banks.  Sometimes 
agents  of  this  description  are  able  to  supply  bonds  covering  lia- 
bilities involved  through  such  transactions.  But  this  basis  is 
exceptional.  Rarely  is  a  local  commission  agent  anything  more 
than  a  salesman,  with  the  correlated  duties  of  that  position. 

Terms  of  sale  as  well  as  prices  are  almost  always  dictated  by 
the  manufacturers  who  entrust  their  agency  to  a  locally  domi- 
ciled representative.  The  principal  fixes  prices  below  which  the 
agent  cannot  sell.  Ordinarily,  if  the  agent  can  secure  excep- 
tional prices  or  terms  for  his  principal  he  is  expected  to  do  so. 
The  English  law  is  that  for  an  agent  to  retain  any  profit  on  a 
transaction  beyond  his  commission  is  a  breach  of  confidence. 

In  certain  markets,  notably  in  South  Africa  and  Australasia, 
the  greater  number  of  orders  secured  by  local  commission  agents 
is  forwarded  through  each  buyer's  agents  in  the  United  States, 
that  is,  export  commission  houses  here.  Usually  the  local  agent 
presents  a  manufacturer's  samples,  urges  an  order,  endeavors  in 
every  possible  way  to  extend  the  business  of  his  principals  and 
sends  a  copy  of  each  order  direct  to  the  manufacturer  in  the 
United  States.  Original  of  the  same  order  is  sent  by  the  local 
buyer  to  that  export  commission  house  in  this  country  which  the 
particular  buyer  in  question  prefers  to  do  business  with.  The 
manufacturer,  having  a  copy  of  the  order  with  a  statement  from 
the  local  commission  agent  as  to  the  export  house  by  whom  that 
order  will  be  confirmed,  knows  who  the  original  buyer  is  and  is 
fully  prepared  to  insist  upon  the  execution  of  the  order  as  given 
to  the  local  agent. 

Manufacturers  utilizing  local  commission  agents  in  such  terri- 
tories believe  they  offer  advantages  over  agencies  given  direct  to 
export  houses,  even  when  the  latter  have  their  own  branches  and 
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salesmen  in  the  markets  in  question.  It  is  quite  immaterial  to 
the  local  agent  through  what  export  house  a  local  buyer  prefers 
his  orders  shall  pass.  The  agent's  only  interest  is  to  promote 
to  the  best  of  his  ability  the  interests  of  his  principals  and  to 
pocket  as  many  and  as  large  commissions  as  possible.  He  calls 
on  scores  or  hundreds  of  buyers  who  may  patronize  a  dozen 
different  commission  houses. 

Agents  as  Credit  Judges. — It  is  almost  certainly  a  fact  that 
the  best  local  commission  agents  in  each  important  market  are 
among  the  most  reliable  credit  reporters.  Such  agents  have  ac- 
cess to  the  opinions  of  all  the  local  bankers,  of  other  commission 
agents,  credit  protection  societies  and  collection  attorneys. 
They  are  themselves  largely  relied  upon  for  information  of  th^ 
sort,  of  a  general  character,  by  local  banks  and  others.  A  bank 
will  form  its  opinion  of  a  local  case  on  the  basis  of  its  own  ex- 
perience alone,  plus  possible  inquiries  which  it  may  be  able  to 
make.  The  local  commission  agent  usually  knows  a  good  deal 
more  about  the  business  of  his  customers  than  does  any  one  bank, 
for  drafts  arrive  not  through  one  bank  only  but  through  several, 
perhaps  through  all  local  banks.  A  customer  may  maintain  an 
excellent  standing  with  one  bank  but  may  be  in  the  bad  books  of 
another,  quite  unknown  to  the  first.^ 

If  the  agent  is  worth  appointing  at  all,  confidence  ought  to  be 
reposed  in  his  judgment,  experience  and  knowledge  of  the  char- 
acter and  idiosyncrasies,  as  well  as  the  financial  status,  of  his 
customers.  If  the  manufacturer  at  first  hesitates  to  trust  to  the 
agent's  discretion  and  judgment  in  such  matters,  it  is  altogether 

1  The  American  consul  at  Valencia,  Spain,  in  a  report  on  credit  methods, 
etc.,  in  that  district,  wrote  as  follows  regarding  the  usefulness  to  his  prin- 
cipals of  a  successful  local  agent  representing  an  important  British  com- 
'  bination  of  exporters :  "This  successful  agent  invariably  refuses  to  sell 
to  any  intending  purchaser  on  any  credit  terms  if  he  does  not  consider  him 
safe  for  a  three  months'  acceptance.  Every  year  he  forwards  his  principals 
a  detailed  confidential  statement  of  the  actual  rating  and  financial  stand- 
ing of  every  one  of  the  local  dealers  with  inside  information  regarding  their 
progress  or  setbacks  during  the  year,  regarding  their  investments,  the  in- 
crease or  diminution  of  balances  at  locnl  banks  and  whether  property  ac- 
quired has  been  registered  in  the  dealer's  own  name,  and  even  changes  in 
his  marital  relations  that  might  directly  affect  his  future  commercial  sta- 
bility are  also  recorded.  It  will  be  at  once  apparent  that  information  of 
this  description,  personal,  intimate  and  thorough,  could  not  be  obtained  by 
American  exporters  through  the  ordinary  channels  and  bank  references/' 
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possible  for  him  to  demand  of  the  agent  that  each  order  be  ac- 
companied by  a  report  from  some  reliable  local  authority  on  the 
buyer  in  question,  confirming  the  agent's  own  ideas.  It  some- 
times happens  that  suspicious  manufacturers,  in  making  ar- 
rangements with  agents,  insist  that  before  any  orders  at  all  are 
taken  a  list  be  submitted  of  all  local  concerns  from  whom  it  is 
expected  to  solicit  orders,  so  that  the  manufacturer,  having  the 
agent's  own  observations  regarding  each  prospect  before  him, 
may  confirm  or  check  the  seme  in  advance  by  making  his  own 
direct,  independent  investigation. 

OTHER  FUNCTIONS  OF  COMMISSION  AGENTS 

Professional  export  houses  and  those  manufacturers  who  have 
carefully  investigated  the  principle  of  developing  markets 
through  local  agents,  utilize  these  agents  in  many  other  ways 
than  as  salesmen.  Their  duties  should  by  no  means  end  with 
the  soliciting  of  orders.  **An  agent  should  be  the  representa- 
tive of  his  principal''  it  may  be  repeated.  As  such,  all  his  prin- 
cipal's interests  are  his.  He  should  never  have  been  chosen  as 
agent  in  the  first  place  unless  his  principals  were  prepared  and 
willing  to  use  him  in  cases  involving  considerable  moral  re- 
sponsibility. 

Agents  Facilitate  Placing  Small  Orders. — While  the  indi- 
vidual's character  as  agent  should  always  be  maintained  in  re- 
lations with  local  representatives  of  the  sort  we  are  now  consid- 
ering, yet  this  may  still  be  preserved  while  utilizing  the  local 
representative  to  some  extent  as  a  distributor.  In  many  lines  of 
goods  shipments  are  of  small  volume  even  though  they  may  be  of 
large  value.  In  introducing  new  goods  to  a  market  first  orders 
are  almost  sure  to  be  small.  Even  after  goods  have  been  widely 
and  thoroughly  introduced  it  may  often  be  desirable,  if  not 
necessary,  to  bring  out  small  lots  for  certain  customers  or  to 
meet  certain  emergencies.  The  freight  and  other  charges  on 
small  export  shipments  are  always  disproportionately  heavy. 
Hundreds  of  orders  have  been  lost  merely  because  possible  buy- 
ers did  not  care  to  bother  with  the  small  orders  which  only 
they  would  be  willing  to  place.  In  such  cases  as  these  it  is 
altogether  possible,  when  a  good  agent  has  been  appointed,  to 
ship  a  number  of  small  orders  on  one  bill  of  lading  addressed  to 
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him  advising  him  to  distribute  the  several  packages  among  his  re« 
spective  customers  as  marks  on  the  packages  may  be  made  to  in- 
dicate. 

If  it  is  desired  to  finance  such  shipments  in  the  usual  way,  the 
manufacturer,  by  agreement  with  him,  may  draw  a  single  draft 
on  the  agent,  say  at  sixty  days'  sight,  supplying  the  agent  with 
individual  drafts  on  the  several  customers.  The  latter  may  be 
drawn  at  sight  and  presented  when  the  goods  are  delivered. 
The  agent,  who  accepts  the  draft  drawn  on  him  by  the  manu- 
facturer when  it  is  presented,  puts  himself  in  funds  to  meet  that 
draft  before  due  date  by  collecting  the  different  parts  of  the  total 
against  the  drafts  on  the  individual  customers.  It  should  be 
noted  that  the  agent  should  only  be  permitted  to  act  in  any  such 
cases  on  behalf  of  his  principals.  He  should  not  act  for  himself, 
unless  in  exceptional  instances  specific  authority  is  given  him. 
The  facility  of  distribution  afforded  by  agents  in  such  a  capacity 
as  has  just  been  suggested  may  often  be  especially  valuable  to 
manufacturers  of  goods,  individual  shipments  of  which  ordi- 
narily aggregate  only  small  volumes. 

Local  Agents  as  Mediators  in  Disputes. — One  of  the  strong- 
est arguments  for  the  employment  of  local  commission  agents  in 
large  foreign  markets  is  the  ability  of  such  an  agent  of  the  right 
sort  to  arrange  to  mutual  pleasure  and  satisfaction  those  little 
difficulties  which  are  bound  to  arise  in  the  best  regulated  family, 
in  compromising  claims,  or  forcing  settlements.  In  efforts  to 
secure  harmony  and  continued  profitable  business  relations,  or, 
on  the  other  hand,  to  put  an  effectual  quietus  on  an  unjust  claim, 
it  will  surely  be  evident  how  superior  must  be  the  position  of 
the  man  on  the  ground  over  that  of  the  manufacturer  who  is 
only  able  to  write  letters  from  far  across  the  ocean.  In  any 
long  range  correspondence  there  are  almost  certain  to  creep  in 
some  expressions  that  will  give  great  offense  to  a  man  who  may 
be  quite  innocent  of  any  attempt  to  impose,  who  may  be  thor- 
oughly justified  in  the  position  he  has  taken. 

The  local  commission  agent,  who  has  sold  him  the  goods  about 
which  trouble  has  arisen,  who  probably  knows  him  intimately 
in  a  personal  as  well  as  a  business  way,  who,  if  he  is  of  the  sort 
that  should  have  been  appointed  as  agent,  strictly  distinguishes 
personal  and  business  relations,  can  go  to  this  customer  and  ex- 
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amine  all  the  eircumstances.  If  the  customer  is  justified  in  his 
position,  the  local  agent  can  acknowledge  his  factory's  error  and 
either  persuade  the  customer  to  keep  the  goods  and  pay  for 
them,  or  can  take  them  off  his  hands  and  sell  them  to  some  one 
else.  On  the  other  hand,  if  the  customer  is  not  justified  the 
agent  can  personally  point  out  to  him  the  foolishness  of  his 
''bluff,"  insist  upon  his  adhering  to  his  contract  and  see  that 
the  money  due  is  paid. 

It  sometimes  happens  even  with  big  and  rich  houses  that  ac- 
counts are  permitted  to  run  over  due  date.  When  a  local  agent 
is  at  hand  it  is  far  better  for  him  to  go  to  the  customer  to  inquire 
reasons  for  delay,  or  perhaps  with  authority  from  the  manufac- 
turer to  collect,  than  it  is  for  the  manufacturer's  credit  depart- 
ment to  follow  the  course  it  usually  adopts  with  American 
debtors. 

Once  more,  we  see  how  necessary  it  is  that  none  but  the  right 
man  must  ever  be  appointed  an  agent.  It  also  becomes  evident 
how  valuable  the  services  of  that  right  man  may  be. 

Agents  as  Consignees  of  Stock  Gtoods. — In  a  great  many 
branches  of  business  it  is  of  the  utmost  importance  that  supplies 
of  goods,  very  especially  spare  parts  or  repairs  for  mechanical 
apparatus  of  all  sorts,  be  on  the  ground  or  available  for  imme- 
diate use.  When  a  machine  breaks  down  it  is  likely  to  be  a  seri- 
ous matter  for  all  concerned  if  the  part  required  cannot  be  made 
locally  or  cannot  be  quickly  obtained,  if  it  must  remain  out  of 
commission  for  from  six  weeks  to  six  months  awaiting  receipt 
from  factory  in  the  United  States.  It  is  seldom  possible  in  any 
but  the  most  highly  developed  countries  of  Europe  to  have  in- 
tricate parts  made  locally  in  satisfactory  fashion.  One  of  the 
most  essential  features  of  the  adequate  and  satisfactory  develop- 
ment of  business  in  engines,  machinery  of  all  sorts,  typewriters, 
automobiles,  even  many  kinds  of  tools,  is  that  buyers  be  per- 
suaded to  purchase  suitable  quantities  of  the  spare  parts  most 
likely  to  be  required,  or  that  a  depot  of  such  parts  be  estab- 
lished at  some  point  convenient  to  many  buyers  from  which  re- 
quirements may  be  immediately  obtained.  The  local  commis- 
sion agent  who  is  entrusted  with  the  sale  of  apparatus  is  the 
logical  resource  of  buyers  when  necessity  arises.  If  any  great 
financial  responsibility  is  involved  in  furnishing  such  an  agent 
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with  suitable  stocks  of  parts  or  other  supplies,  he  will  probably, 
if  of  the  right  caliber,  be  able  to  supply  a  bond  to  cover  his 
responsibilities.  In  most  cases,  however,  his  moral  responsi- 
bility should  be  quite  suflScient. 

"Del  Credere"  Agents,— Although  not  usually  of  great  finan- 
cial responsibility  on  their  own  account,  and  as  a  rule  refusing 
to  accept  responsibility  of  any  sort,  yet  it  sometimes  can  be  ar- 
ranged that  local  commission  agents  will  assume  part  or  all  of 
the  risk  of  loss  involved  in  selling  local  customers,  or  certain  in- 
dividuals among  them.  That  is  to  say,  if  there  chance  to  be 
some  customers  of  an  agent  who  are  not  favorably  looked  upon 
by  local  authorities,  but  in  whom  the  agent  himself  has  every 
confidence  because  of  his  intimate  acquaintance  with  each  cus- 
tomer's business,  he  may  propose  that  he  will  guarantee  pay- 
ment for  all  goods  sold  on  commission  to  those  customers  and 
agree  himself  to  pay  for  the  goods  if  any  of  them  fail  to  do  so. 
It  is  even  sometimes  possible  to  arrange  for  such  a  guaranty  to 
apply  to  all  customers  from  whom  the  agent  may  secure  orders. 
In  such  cases,  the  agent  is  called  a  del  credere  agent,  and  in  con- 
sideration of  his  liability  he  demands  an  extra  commission  called 
a  del  credere  commission. 

As  this  is  a  contingent  liability  only  and  not  likely  to  involve 
any  actual  responsibility  for  large  amounts,  the  tangible  finan- 
cial resources  of  the  agent  are  not  so  important  as  his  moral  re- 
sponsibility, which  is  that  which  chiefly  qualifies  the  agent  in 
any  respect.  He  is  not  often  willing  to  assume  personal  re- 
sponsibility for  the  payment  of  goods  sold  through  his  agency. 
This  is  an  exceptional  arrangement,  rather  than  a  common  one. 

**In  Case  of  Need," — It  is  always  desirable  for  a  manufac- 
turer in  doing  a  large  business  in  a  given  market  to  have  some 
one  on  the  ground  there  to  whom  he  can  apply  for  help  if  any- 
thing goes  wrong  with  the  general  conduct  of  his  business.  We 
have  already  noted  how  local  commission  agents  protect  the  in- 
terests of  their  principals  in  various  ways.  In  drawing  drafts 
on  foreign  customers,  as  we  shall  see  when  we  come  to  consider 
this  phase  of  business  in  a  later  chapter,  it  is  often  desirable  to 
notify  bankers  at  the  other  end  of  the  name  and  address  of  some 
concern  to  whom  they  may  apply  for  payment  or  make  other 
arrangement  in  regard  to  protested  drafts  or  acceptances — ^**iu 
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case  of  need.''  This  is  the  formal  phrase  used  in  giving  such 
notification  to  bankers.  Although  the  '*in  case  of  need"  notice 
is  expected  to  convey  the  address  of  some  one  who  will  take  up 
a  protested  draft,  yet  a  strictly  commission  agent  is  often  named 
without  expectation  that  he  will  personally  cover  the  obligation 
which  devolves  upon  his  principals  when  customers  do  not  meet 
their  drafts.  A  certain  leeway  of  time  is  almost  always  avail- 
able, so  that  the  agent  has  an  opportunity  of  cabling  to  his  prin- 
cipals, or  of  making  an  effort  to  bring  pressure  to  bear  on  the 
defaulting  customer  to  pay,  or  possibly  of  inducing  other  local 
concerns  either  to  take  over  the  goods  themselves  and  pay  for 
them  or  to  take  up  the  draft  for  the  account  of  the  foreign  manu- 
facturer. 

Giving  an  agent's  name  as  recourse  **in  case  of  need"  again 
implies  a  great  deal  of  confidence  in  his  judgment  and  discretion, 
even  though  he  is  expected  to  report  immediately  to  his  prin- 
cipals and  follow  cabled  instructions  sent  to  him  in  each  case. 
Bankers  to  whiom  such  instructions  are  given  look  to  the  agent 
for  the  principal's  instructions. 

MERCHANT-AGENTS  OB  DISTBIBUTOBS 

Many  manufacturers  will  apparently  appoint  any  one  their 
''agent"  who  will  place  an  order  with  them,  but,  it  has  been 
remarked,  it  is  bad  and  confusing  practice  to  use  the  word  agent 
indiscriminately.  It  is  better  to  restrict  its  use  to  the  salesman 
or  other  general  representative  of  his  principal,  and  to  call 
*'sole  distributor"  the  merchant  to  whom  goods  are  actually  sold 
and  who  receives  exclusive  rights  for  a  certain  district.  There 
are  a  number  of  considerations  affecting  the  latter  kind  of 
agencies  which  we  must  consider. 

Competing  merchant  houses  do  not  buy  from  each  other  if 
they  can  help  it,  in  Brazil  any  more  than  they  do  in  New  York 
City.  Yet  many  manufacturers  seem  to  ignore  this  fact  utterly 
in  granting  agencies.  However,  there  are  certain  advantages 
in  giving  a  merchant  sole  agency  rights,  and  no  doubt  satisfac- 
tory trade  results  in  many  cases. 

Advantages  of  Merchant-Agents. — ^As  a  rule  a  manufacturer 
is  likely  to  look  with  especial  favor  on  exclusive  arrangements 
made  with  a  merchant  who  has  been  favorably  reported.    The 
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manufacturer  has  but  one  account  to  carry  on  his  books. 
Usually,  large  shipments  are  the  rule  and  there  is  but  one  risk 
instead  of  a  considerable  number  of  scattered  shipments  and 
risks.  The  merchant-agent  can  sometimes  be  induced  to  guar- 
antee a  certain  volume  of  annual  business.  Moreover,  if  the 
merchant-agent  is  a  large  and  widely  known  concern  the  fact 
that  he  has  accepted  the  manufacturer's  agency  has  a  distinct 
advertising  value  in  itself.  The  connection  is  apt  to  be  looked 
upon  by  the  manufacturer  with  some  pride  and  regarded  as  a 
credit  to  the  factory. 

It  is  sometimes  believed  that  the  interest  of  the  merchant  who 
actually  buys  and  pays  for  the  goods  he  handles  is  far  more  keen 
than  is  that  of  an  agent  who  merely  sells  goods  on  commission 
without  assuming  any  risk  of  his  own.  The  merchant's  own 
risk  when  he  has  goods  in  stock  may  make  for  his  activity  in  dis- 
posing of  them  and  developing  generally  larger  trade.  If  the 
merchant-agent  be  a  large  and  old  concern,  his  responsibility  and 
prominence  are  favorably  regarded.  On  the  other  hand,  if  it 
is  a  young  house,  it  may  be  preferred  because  thought  apt  to 
show  more  push  and  aggressiveness  and  hence  likely  to  develop 
especially  good  results. 

Dangers  of  Merchant-Agents. — Although  many  advantages 
are  attached  to  agencies  placed  in  the  hands  of  large  and  re- 
sponsible merchants,  yet  there  are  disadvantages  and  sometimes 
real  dangers  attending  this  course  which  must  be  taken  into  con- 
sideration. In  the  first  place,  there  are  few  exclusive  wholesale 
establishments  in  a  great  many  of  our  principal  foreign  markets. 
Many  large  concerns  which  do  a  wholesale  business  are  at  the 
same  time  retailers,  and,  obviously,  a  retail  establishment  can- 
not sell  its  competing  retailers  in  the  same  city.  The  manufac- 
turer's goods  are,  therefore,  restricted  in  a  large  place,  perhaps 
the  most  important  place  in  a  whole  country,  to  one  retail  shop 
or  at  most  to  that  shop  and  a  very  limited  number  of  minor  re- 
tail establishments,  perhaps  in  the  outskirts  of  the  town  or  other- 
wise so  situated  that  they  really  do  not  enter  into  competition 
with  the  agent  himself.  If  that  agent  in  his  own  establishment 
does  a  sufficiently  large  business,  or  if  the  city  in  question  is 
small,  this  state  of  affairs  may  be  satisfactory  to  the  manufac- 
turer. 
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•  In  this  connection,  too,  the  question  of  territory  to  be  granted 
to  a  **8ole  distributor''  is  of  importance.  Geographical  condi- 
tions usually  decide.  For  example,  a  well  known  authority  on 
South  America  advises  as  to  Brazil  that  separate  distributors 
should  be  appointed  in  Rio,  Santos,  Bahia,  Pernambuco  and 
Para — ^because  the  freight  on  goods  from  New  York  direct  to 
any  of  these  ports  is  less  than  local  freights  between  some  of 
them. 

Again,  the  manufacturer's  goods  become  the  merchant's  prop- 
erty; his  interests  are  not  always  the  merchant's  interests.  The 
latter  may,  for  example,  have  little  or  no  ambition  to  push  a 
manufacturer's  special  brand.  He  is  always  looking  for  the 
goods  that  sell  most  easily  and  most  profitably.  It  is  rather  to 
his  disadvantage  to  create  a  demand  for  a  given  brand,  unless  he 
is  positively  assured  of  its  exclusive  control  for  a  long  period  of 
years.  Usually,  it  devolves  upon  the  manufacturer  himself  to 
create  and  build  up  a  demand  for  his  product;  when  it  is  a 
question  of  a  brand,  to  promote  aggressively  its  publicity.  A 
merchant-agent  is  usually  sure  under  other  conditions  to  prefer 
** neutral"  or  unnamed  articles  of  similar  class. 

Merchants  Blay  "Kill"  an  Agency. — ^Many  an  agency  has 
been  secured  by  a  foreign  merchant  through  placing  a  small 
''initial"  order  with  the  deliberate  intention  of  smothering  it, 
of  thus  preventing  the  introduction  in  his  market  of  a  line 
of  goods  competing  with  one  which  he  already  handled  and 
which  he  preferred  to  continue.  Manufacturers  themselves  do 
not  always  look  very  closely  into  the  motives  which  may  prompt 
a  merchant  in  seeking  or  accepting  an  agency.  Sometimes  a 
manufacturer  seems  to  be  so  delighted  by  an  opportunity  of  sell- 
ing a  few  goods  to  a  prominent  merchant  that  he  grants  an  ex- 
clusive agency,  even  when  he  knows  that  the  merchant  himself 
is  already  handling  one  or  several  immediately  competing  lines. 
Of  course,  it  is  to  be  confessed  that  a  merchant  can  sometimes  do 
justice  to  two  or  three  lines  competing  in  a  general  way,  but 
surely  propositions  for  exclusive  agencies  in  any  such  cases 
should  be  very  carefully  studied. 

Competing  Agencies.— It  has  been  the  accepted  practice 
among  American  manufacturers  of  machine  tools  to  seek  orders 
from  and  give  agencies  to  a  very  limited  number  of  certain 
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prominent  machine  tool  dealers  in  Europe.  There  is  a  list  of 
these  European  dealers  that  is  so  well  known  to  every  American 
manufacturer  in  this  line  that  their  names  can  be  repeated  from 
memory  because  ten  or  a  dozen  of  them  control  agencies  for 
practically  every  American  manufacturer  in  their  line.  This 
need  not  imply  that  manufacturers  who  have  solicited  and  been 
pleased  to  give  such  agencies  do  not  actually  receive  orders  for 
their  products.  But  if  does  seem  altogether  likely  to  the  author 
that  a  lathe  manufacturer,  for  example,  might  obtain  a  very 
much  larger  business  from  a  given  territory  through  adopting 
other  means  of  developing  trade  than  by  placing  his  agency  with 
one  of  these  prominent  dealers  who  at  the  same  time  handles  six 
or  eight  other  makes  of  lathes. 

The  lengths  to  which  the  desire  to  secure  an  order  may  lead 
are  illustrated  in  the  ways  in  which  some  of  our  manufacturers 
have  tied  up  attractive  territories.  A  manufacturer  of  billiard 
tables  gives  his  sole  and  exclusive  agency  for  a  rich  field  to  a 
new  hotel  de  luxe  which  orders  a  dozen  tables  for  its  grand  estab* 
lishment.  A  maker  of  laundry  machinery,  securing  an  envied 
opportunity  to  install  a  complete  plant  for  a  big  steam  laundry 
in  the  capital  of  a  great  country,  throws  in  with  his  machinery 
its  exclusive  control  for  all  that  country.  Just  how  it  is  ex- 
pected that  a  hotel  billiard  room  or  an  operating  steam  laundry 
will  be  ambitious  to  supply  to  rival  establishments  what  they 
themselves  evidently  believe  superior  apparatus,  thus  placing 
rivals  in  a  better  position  to  compete  with  themselves,  is  a  ques- 
tion which  possibly  such  manufacturers  have  answered  to  their 
own  satisfaction.  Without  an  inside  knowledge  of  the  facts  it 
would  seem  to  most  people  that  other  and  more  satisfactory  ways 
might  have  been  chosen  for  developing  trade  in  such  markets. 

Betrayal  by  Foreign  Agents. — ^As  has  been  noted,  a  great  deal 
of  nonsense  is  current  as  to  the  prime  necessity  of  having  Amer- 
icans to  represent  American  goods.  Americans  themselves  are 
about  the  only  people  who  do  not  seem  anxious  to  handle  other 
than  their  own  goods.  Some  American  export  houses  have  even 
been  known  to  refuse  to  handle  British  goods,  although  they  had 
London  offices  equipped  for  buying  and  shipping  goods  from 
England.  British  and,  before  the  war,  German  houses  in  China 
opened  New  York  offices  for  buying  American  goods,  not  as  oma- 
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ments.  British  and  German  houses  in  South  America  are  most 
emphatically  not  slavishly  restricted  to  goods  made  in  their  re- 
spective countries.  They  buy  indiscriminately,  as  the  values 
and  desirability  of  goods  are  made  to  appeal  to  them.  They 
have  not  the  remotest  intention  of  buying  American  or  any  other 
goods  unless  they  think  they  see  satisfactory  profits  in  them,  nor 
will  they  replace  goods  of  one  nationality  by  goods  of  another, 
even  of  their  own,  unless  that  other  offers  greater  profits  or  ad- 
vantages of  some  sort.  Perhaps  the  most  important  English 
manufacturer  of  agricultural  machinery  has  a  British  house  as 
its  agent  in  Buenos  Aires,  but  its  goods  in  Bio  de  Janeiro  have 
been  controlled  by  a  German  concern,  in  spite  of  the  many  good 
merchants  of  British  nationality  in  Brazil.  There  are  a  number 
of  American  citizens  acting  as  buyers  for  British,  German,  Bel- 
gian and  other  European  houses  in  South  America. 

It  may  be  obsen^ed,  too,  that  even  if  we  had  innumerable 
American  import  houses  established  in  promising  foreign  fields 
they  would  not  greedily  grasp  each  and  every  American  line  that 
was  offered  to  them.  They  would  not,  if  for  no  other  reason, 
because  they  could  not.  Nor  would  it  be  a  case  of  first  come, 
first  served.  If  they  were  the  right  sort  of  merchants  they 
would  do  precisely  as  do  their  competitors — choose  those  lines 
which  most  commend  themselves  to  them  and  refuse  to  handle 
others.  It  would  then,  as  it  is  now,  be  necessary  for  any  given 
manufacturer  to  seek  out  that  merchant,  no  matter  what  his  na- 
tionality, who  could  be  persuaded  to  take  up  the  line  on  a  satis- 
factory basis. 

In  any  of  the  Latin- American  markets  there  are  comparatively 
few  large  native  importers.  Most  of  the  oversea  business  is 
handled  by  British,  German,  Italian  or  French  houses  domiciled 
in  these  countries.  A  notable  example  of  mixed  nationality  is 
to  be  found  in  the  case  of  perhaps  the  largest  concern  doing 
business  in  Venezuela.  The  concern  in  question  is  British  in 
nationality,  but  its  principal  business  interests  are  in  trade  with 
the  United  States.  Among  its  four  branches  in  Venezuela,  two 
were,  until  the  war  broke  out,  managed  by  Englishmen  and  two 
by  Germans.^ 

iThe  American  vice  constil  general  at  Singapore  reported  in*  1912: 
** American  miuivifacturers  can  do  business  in  foreign  countries  through 


Digitized  by 


Google 


306  PRACTICAL  EXPOBTING 

While  it  is  by  no  means  to  be  denied  that  merchants  of  Ger- 
man or  British  birth,  no  matter  where  they  may  be  doing  busi- 
ness, are  sentimentally  inclined  first  for  goods  of  German  or 
British  origin,  yet  none  of  them  are  so  short-sighted  as  to 
imagine  that  it  is  possible  for  them  to  do  the  most  profital}le  busi- 
ness solely  and  exclusively  with  such  goods. 

Substituting  European  for  American  Goods.— It  is  doubtless 
true  that,  for  example,  German  merchants  in  a  given  territory 
having  found  a  market  for  certain  American  goods  have  sent 
samples  of  those  goods  back  to  Germany  to  be  imitated  or  dupli- 
cated by  German  manufacturers  for  the  benefit  of  these  expatri- 
ated merchants. 

This,  however,  is  not  a  matter  of  patriotism  or  of  prejudice 
against  American  goods.  It  is  due  to  the  by  no  means  uncom- 
mon ambition,  especially  among  Germans,  always  to  find  the 
cheapest  source  of  supply.  In  the  same  way  German  merchants 
in  Germany  have  been  known  to  send  samples  of  American 
wooden  clothes  pins  to  Sweden  for  imitation  there,  in  the  ex- 
pectation of  obtaining  from  Sweden,  cheaper  goods  than  they 
could  get  either  from  the  United  States  or  in  their  own  Gter- 
many.  Tendencies  such  as  these  are  logical  and  to  be  expected 
in  the  course  of  any  business,  might  even  be  followed  by  Amer- 
ican merchants  themselves.  To  guard  against  them  is,  in  any 
case,  the  duty  of  the  manufacturer,  and  he  cannot  rely  upon 
agents  of  any  category  whatever  to  protect  interests  which  he 
himself  neglects. 

Support  of  Merchant-Agents. — ^When  an  agency  has  been  en- 
trusted to  a  merchant  in  a  foreign  market  he  deserves  and 
should  receive  the  same  generous  and  unvarying  support  as 
should  any  other  kind  of  an  agent.    Unfortunately,  one  of 

foreign  flrma  already  established  and  the  patriotic  idea  of  an  American 
firm  to  represent  American  manufacturers  should  not  interfere  with  Ameri- 
can trade  extension  through  channels  already  existing.  A  large  part  of 
the  trade*  of  this  district  is  carried  on  in  native  bazars  to  be  in  touch  with 
which  requires  years  of  steady  effort  by  a  new  firm.  The  foreign  houses 
already  in  the  field  are  intimately  connected  with  these  bazar  merchants 
and  can  always  reach  the  proper  parties  to  push  the  sales  of  any  article 
they  represent.  Moreover,  they  are  established  here  to  make  the  largest 
profit  possible  and  if  they  are  shown  that  an  American  manufactured  arti- 
cle is  better  or  cheaper  than  similar  articles  of  other  countries  they  will 
press  its  sale  energetically." 
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those  characteristics  of  American  business  which  have  contrib- 
uted to  anything  but  an  admiration  for  our  methods  in  some 
foreign  countries  is  the  non-observance  of  this  principle. 

A  certain  American  manufacturer  appeals  to  an  American 
consul  in  Costa  Rica  to  secure  an  agent  for  his  line  in  that  coun- 
try. On  the  very  day  this  manufacturer's  letter  is  received,  a 
dealer  in  San  Jose  is  making  a  special  display  of  the  goods  made 
by  this  same  manufacturer,  and  is  running  large  advertisements 
of  these  goods  in  the  local  newspapers.  The  consul  reports  the 
facts  to  the  manufacturer.  The  latter  insists  in  reply  that  he 
has  no  agent  in  Costa  Rica.  The  consul  investigates,  receives 
from  the  local  dealer  an  original  letter  from  the  manufacturer 
dated  within  a  year,  definitely  and  distinctly  appointing  him  as 
that  manufacturer's  sole  representative  for  the  whole  country. 
Perhaps  the  manufacturer  had  quite  forgotten  this  little  detail, 
perhaps  he  had  made  a  change  in  the  personnel  of  his  export 
department,  perhaps  he  was  trusting  to  luck  that  he  might  some- 
how get  in  touch  with  a  more  desirable  agent  without  the  facts 
becoming  known. 

Another  American  manufacturer  of  a  highy  desirable  and 
widely  popular  line  has  become  rather  humorously  well  known 
throughout  the  world  as  changing  his  local  agencies  almost  from 
year  to  year.  This  manufacturer's  representatives  visit  large 
foreign  markets  periodically  and  more  often  than  not  approach 
a  new  local  concern  with  an  agency  suggestion,  if  the  new  con- 
cern is  willing  to  buy  a  large  stock  of  goods  for  the  sake  of  get- 
ting the  agency  away  from  the  former  agents.  Then  a  change 
is  made,  with  the  result  that  two  houses  in  the  same  market  are 
pretty  well  stocked  up  with  the  manufacturer's  line.  When 
this  has  proceeded  through  two  or  three  successive  performances 
the  result  is  that  the  market  is  pretty  well  glutted  with  these 
goods. 

A  letter  from  a  firm  in  China  complains  of  the  traveling  repre- 
sentative of  an  American  firm:  ''This  very  intelligent  individ- 
ual then  proceeded  to  a  grocer  and  a  draper  and  tried  to  in- 
duce them  to  take  up  his  agency  although  he  well  knew  that  we 
are  the  only  people  pushing  and  advertising  his  factory's  goods 
in  this  district,  and  he  also  knew  that  our  stock  of  his  goods  was 
a  fairly  complete  one."    Such  methods  in  ''protecting"  a  for- 
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eign  agency  are  not  apt  to  conduce  to  great  enthusiasm  regard- 
ing a  manufacturer's  goods  on  the  part  of  any  respectable  busi- 
ness house.^ 

Support  to  a  merchant-agent  may  be  extended  in  a  great  num- 
ber of  ways.  It  may  include  interested  cooperation  in  the  way 
of  local  advertising,  of  consumer  samples,  of  circular  letters  ad- 
dressed direct  by  the  manufacturer  in  the  United  States  to  actual 
or  prospective  customers  of  the  foreign  merchant  in  his  own  dis- 
trict. It  may  include  occasional  visits  of  traveling  salesmen 
from  the  United  States. 

Protection  of  Exclusive  Agents. — An  exclusive  agency  must 
be  **  exclusive  *'  in  the  full  sense  of  the  word.  It  must  be  con- 
fessed that  a  few,  let  us  be  thankful  there  have  been  but  few, 
manufacturers  of  our  own  as  of  other  countries  have  deliberately 
disregarded  their  obligations  under  an  agency  contract,  have 
granted  ** exclusive''  rights  to  any  one  who  cared  to  apply  for 
them — provided  an  order  would  be  placed.  Not  very  long  ago 
six  different  business  houses  in  Buenos  Aires  were  at  one  and  the 
same  time  each  claiming  to  be  the  ** exclusive  representative"  in 
that  market  of  a  certain  American  manufacturer.  Such  prac- 
tices are  not  merely  to  be  dismissed  as  regrettable — ^they  are 
something  worse  than  dishonorable  and  dishonest.  One  such  in- 
stance casts  infinite  discredit  on  the  whole  body  of  American 
manufacturers  and  exporters,  works  endless  and  enduring  harm 
to  American  prestige  and  commerce.  Moreover  the  practice  is 
suicidal  on  the  part  of  the  offender.  There  ought  to  be  a  league 
of  exporters  to  save  these  brilliantly  ** sharp"  specimens  from 
themselves,  to  preserve  the  American  name  from  their  abuse  of 
it.  Work  in  cooperation  and  by  agreement  with  agents,  to  pro- 
mote business  for  the  benefit  of  all  concerned,  is  one  thing;  work 
in  opposition  to  the  agents'  interests  is  quite  another. 

1  The  advice  ^iven  by  the  South  American  traveling  representative  of  an 
American  fountain  pen  manufacturer  is  to  reserve  the  right  to  establish 
just  as  many  dealers  as  the  manufacturer  may  desire  in  a  territory  where 
general  agencies  are  given,  but  in  every  instance  to  allow  the  general  agent 
a  certain  commission  on  all  goods  sold  to  other  parties.  This  theory  is 
that  in  such  an  arrangement  the  manufacturer  is  not  confined  to  a  single 
concern  and  that  the  total  business  cannot  fail  to  be  increased  to  the  satis- 
faction of  general  agent  as  well  as  manufacturer,  because  the  more  dealers 
who  handle  the  goods,  the  more  the  advertisement  and  the  greater  the 
demand  to  follow. 
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FOREIGN  BRANCHES  OF  AMERICAN  CONCERNS 

The  keynote  of  much  recent  and  animated  discussion  regard- 
ing American  export  practice  is  the  insistent  advice  that  Amer- 
ican manufacturers  establish  branch  houses  in  foreign  markets. 
This  sometimes  seems  to  be  a  variation  of  the  ancient  * 'Amer- 
ican exposition''  scheme.  Now,  foreign  branches  may  be  of 
varied  character  and  beyond  any  question  be  of  unlimited  ad- 
vantage to  trade  in  a  great  many  instances.  We  have  to  ex- 
amine the  question  from  all  points  of  view  as  every  manufae* 
turer  who  is  successful  in  his  export  relations  will  sooner  or  later 
be  confronted  with  the  desire,  if  not  the  apparent  necessity,  of 
establishing  such  branches  as  his  business  grows  and  becomes 
large  and  important.  Nowadays,  too,  we  have  the  ''combina- 
tion'' house  in  a  foreign  field  proposed  and  urged.  But  let  this 
fact  be  well  noted — ^there  are  comparatively  few  branch  houses 
maintained  in  foreign  markets  by  manufacturers  of  any  nation- 
ality. 

Branches  as  Selling  Agencies. — ^A  foreign  branch  house  may 
either  be  restricted  to  operations  as  a  selling  agency,  or  it  may 
act  as  a  merchant  carrying  stocks  of  goods.  In  contemplating 
the  establishment  of  his  own  house  in  any  foreign  market  the 
American  or  any  one  else  must  count  on  the  active  and  very 
likely  bitter  competition  of  old  merchants  in  that  market,  even 
if  the  branch  acts  only  as  a  selling  agency  and  even  if  its  selling 
efforts  be  strictly  confined  to  wholesale  importers  whom  every 
effort  is  made  to  protect.  The  big  local  concerns  are  certain  to 
look  with  grave  suspicion  upon  the  establishment  even  of  a  sell- 
ing agency  in  their  own  districts.  They  are  sure  to  question 
"why."  "Why  are  you  doing  this  yourself?  Why  come  and 
locate  here  to  try  to  sell  us?"  They  are  bound  to  feel,  at  least 
in  the  beginning,  that  the  American  house  has  some  ulterior  aim 
not  to  their  advantage. 

One  of  the  old  established  local  houses  will  probably  not  be 
greatly  pleased  if  all  of  its  principal  competitors  are  also  to  be 
drummed  hjard  and  regularly.  It  may  perhaps  be  even  less  de- 
lighted with  the  idea  that  the  whole  market  is  going  to  be  cov- 
ered. The  big  local  houses  will  look  on  a  permanent  local  estab- 
lishment of  the  foreign  manufacturer  in  an  entirely  different 
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'  light  from  that  in  which  they  regard  the  occasional  visits  of  a 
traveling  man  representing  the  foreign  factory.  Suspicion  and 
even  active  opposition  are,  therefore,  to  be  expected  with  the 
establishment  of  a  permanent  sales  agency  in  a  foreign  market. 

This  need  not  argue  that  such  an  establishment  is  not  highly 
desirable  and  may  not  result  most  successfully.  Everything, 
however,  will  depend  on  the  tact  and  diplomacy  shown  by  the 
manager  of  the  foreign  branch  in  his  negotiations  and  associa- 
tions with  former  customers  and  with  important  prospects  in 
the  market.  Suspicion  and  opposition  may  be  overcome,  but  a 
certain  margin  of  months  if  not  of  years  must  be  allowed  for 
that  process.  A  warning  in  this  respect  is  all  that  is  necessary, 
for  there  can  be  no  question  at  all  as  to  possible  advantages  and 
probable  success  of  some  foreign  branches  if  properly  promoted 
and  managed,  and  if  based  on  an  adequate  knowledge  of  local 
conditions  and  of  prospects  for  the  goods  concerned. 

Branches  as  Merchants. — ^When  a  foreign  branch  house  is  es- 
tablished to  carry  stocks  of  goods,  it  immediately  takes  its  place 
in  the  ranks  of  other  local  importers  or  wholesale  dealers.  "What- 
ever the  advantages  of  such  an  establishment  may  be,  and  in  many 
cases  there  are  great  and  undeniable  advantages,  yet  this  fact 
must  not  be  overlooked.  Suspicion  of  a  permanent  local  selling 
agency  becomes  certainty  among  the  local  merchants  when  goods 
are  put  in  stock  by  the  new  enterprise.  It  is  reasonably  to  be 
expected  that  old  customers  of  a  class  to  compete  with  the  new 
merchant  will  be  lost,  and  their  active  and  probably  bitter  com- 
petition will  have  to  be  encountered.  When  the  branch  itself  is 
operating  as  a  wholesaler  it  will  have  no  little  trouble  in  per- 
suading its  competitors  to  buy  from  it. 

It  will  probably  have  a  long  and  hard  struggle  to  get  itself 
established.  In  more  than  one  actual  instance  of  such  foreign 
establishments  by  American  manufacturers  it  has  happened 
that,  in  order  to  get  started,  they  have  had  to  accept  in  the  be- 
ginning and  for  a  period  of  several  years  credits  of  second  qual- 
ity or  worse — risks  that  the  older  local  concerns  did  not  want, 
accepted  only  on  the  severest  terms,  declined  altogether,  or 
handled  so  rudely  that  customers  of  this  class  eagerly  sought 
new  connections.    Several  American  factories  have  suffered  se- 
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vere  losses  for  several  years  in  their  foreign  establishments,  even 
though  such  branches  have  ultimately  proved  profitable. 

There  are  undeniable  advantages  in  the  establishment  of  such 
local  wholesale  branches  in  more  ways  than  immediately  sug- 
gest themselves.  Having  on  hand  stocks  of  goods  for  the  im- 
mediate supply  of  local  requirements  is  one  of  the  obvious  ad- 
vantages. In  addition  it  often  happens  in  some  markets  that 
although  the  advantages  of  foreign  made  goods  are  recognized, 
although  such  foreign  goods  can  be  imported  cheaply,  yet  the 
local  trade  objects  to  the  time  and  trouble  involved  in  the  neces- 
sity of  importing  goods,  of  placing  orders  and  often  paying  for 
large  quantities  in  advance,  and  accordingly  continues  the  use 
of  locally  manufactured  goods  of  inferior  quality  and  possibly 
higher  prices.  The  author  encountered  this  condition  at  one 
time  in  the  case  of  American  wheelbarrows  in  a  new  paarket.  A 
quantity  was  imported  by  way  of  trial.  Total  landed  costs  came 
out  cheaper  than  prices  of  the  crude  native  barrows,  and  the 
American  goods  were  acknowledged  to  be  superior.  Importers 
were  pleased  with  the  experiment,  but  could  not  be  persuaded  to 
repeat  it,  because  if  did  not  seem  worth  while  tying  up  their 
funds  in  this  sort  of  business. 

Increased  Costs  of  Stock  Gk>ods. — Of  course,  costs  of  goods 
will  usually  be  increased  when  stocks  are  carried  by  foreign 
branches.  Interest  on  investment  and  new  overhead  expenses 
have  to  be  taken  care  of.  It  is  probable  that  in  both  regards  the 
charges  of  the  new  American  branch  will  be.  considerably  heavier 
than  similar  charges  of  older  established  local  merchants. 
Therefore,  even  from' the  retail  trade,  only  limited  profits  can  be 
anticipated,  at  least  until  the  manufacturer's  local  organization 
has  been  highly  developed. 

One  large  American  company  which  has  an  important  organi- 
zation in  Great  Britain  has  been  accustomed  to  quote  two  sets 
of  prices — one  for  goods  from  British  stock,  another  applying  to 
shipments  from  American  factory.  Quotations  from  British 
stocks  were  10  per  cent,  higher  than  the  others.  None  the  less, 
the  British  enterprise  has  been  successful  because  customers 
throughout  tributary  territory,  on  the  Continent  and  even  as  far 
as  Egypt,  have  often  been  glad  to  pay  the  extra  10  per  cent,  and 
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save  the  time  involved  in  getting  the  goods  over  from  the  United 
States. 

As  illustrating  the  policies  evolved  in  the  support  of  such  mer- 
chant branches,  the  practice  of  another  large  American  company 
may  be  noted.  This  concern  carries  stocks  at  six  or  eight  dis- 
tributing centers  in  Europe,  sometimes  in  its  own  name,  some- 
times in  cooperation  with  local  merchants.  Each  branch  pub- 
lishes a  monthly  stock  list  showing  sizes  of  machines  on  hand.  If 
any  one  branch  has  a  call  for  a  certain  kind  or  size  of  which  it 
is  temporarily  out  of  stock,  it  can  tell  in  a  moment  by  reference 
to  stock  lists  received  from  other  branches  where  the  required  ma- 
chine can  be  quickly  secured  through  the  despatch  of  a  tele- 
gram. 

''Oombination"  Offices  Abroad. — Contrary  to  what  seems  to 
be  the  popular  impression,  the  effort  to  develop  American  trade 
in  a  certain  market  through  the  establishment  there  of  a  local 
enterprise  controlled  by  a  combination  of  manufacturers  is  by 
no  means  a  new  one.  We  have  had  more  than  one  precedent. 
Thirty  years  ago  or  more  an  American  boot  and  shoe  syndicate 
was  established  in  London  by  a  combination  of  six  or  eight 
American  manufacturers  of  different  kinds  of  shoes.  That  en- 
terprise, so  far  as  an  outsider  could  judge,  was  fairly  successful 
for  a  long  time  and  contributed  materially  to  the  development 
of  our  American  exports  of  boots  and  shoes  to  Europe,  although 
the  composition  of  the  syndicate  changed  from  time  to  time. 
In  a  papei:  presented  to  the  American  Academy  of  Political  and 
Social  Science,  Franklin  Johnston  of  the  American  Exporter 
remarked  in  this  connection:  **Nor  can  there  be  any  economic 
objection,  for  in  theory  such  organizations  are  sound,  but  in 
practice  the  diflSculties  of  securing  the  right  personnel,  over- 
coming the  opposition  of  local  importers,  and  satisfyng  all  the 
constituent  manufacturers,  some  of  whom  are  bound  to  feel  that 
their  share  of  the  sales  is  less  than  their  share  of  the  expense, 
are  so  great  as  to  make  its  general  success  not  perhaps  impossi- 
ble, but  certainly  diflScult." 

Certain  failings  of  human  nature  have  to  be  considered  in  the 
case  of  combination  efforts  of  this  sort,  as  in  the  case  of  com- 
bination traveling  men.  Jealousy  among  the  manufacturers  en- 
gaged in  a  combination,  the  desire  of  one  to  dictate  and  man- 
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age  the  policies  of  the  whole  combination,  dissatisfaction  on  the 
part  of  some  members  as  to  their  pro  rata  share  in  the  business — 
these  among  other  elements  have  hitherto  worked  against  the 
permanent  success  of  most  such  proposals.  One  or  several 
manufacturers  will  receive  comparatively  little  business  and  at 
the  earliest  opportunity  will  drop  out  of  the  combination.  One 
or  two  who  may  have  received  a  large  volume  of  business  will 
either  be  dissatisfied  with  the  management  of  the  enterprise  or 
believe  themselves  strong  enough  to  be  justified  in  withdrawing 
to  set  up  their  own  individual  branches.  It  seems  doubtful  if  the 
combination  or  syndicate  plan  will  ever  be  a  great  permanent 
success  unless  it  may  be  in  the  nature  of  what  we  call  a  trust, 
perhaps  with  a  pooling  agreement,  distributing  orders  for 
strictly  competitive  or  standard  articles  on  the  basis  of  tonnage 
requirements  of  the  several  factories,  or  dividing  annual  profits. 

Similar  efforts  on  the  part  of  European  nations  have  not  been 
unknown.  Few  of  them  can  be  pointed  out  as  successes.  Am- 
bitious Austrian  and  Hungarian  combination  schemes  have 
failed  at  many  points.  One  of  the  most  notable  of  European 
projects  is  not  a  proper  ** combination"  at  all,  but  is  a  separately 
capitalized  individual  business  which  simply  controls  lines  of 
the  well  known  English  manufacturers  who  are  probably  the 
principal  shareholders  in  it.  It  is,  however,  operated  without 
interference  from  these  manufacturers  as  an  independent  busi- 
ness. Indeed,  it  seems  not  too  much  to  declare  that  it  is  only 
through  the  constitution  of  such  selling  companies  which  shall 
be  independently  managed  that  prospects  for  continuous  and 
permanent  success  lie.  However,  such  companies  differ  little 
from  the  enterprise  we  already  know  so  well  and  call  export 
commission  houses,  excepting  possibly  that  they  may  be  dis- 
tinguished as  specialized  export  houses.  Yet  many  of  our  exist- 
ing export  houses  are  already  specialized,  the  character  of  their 
business  varying  in  the  several  markets  in  which  they  operate. 

''American  Expositions." — ^Any  business  man  traveling 
abroad  is,  even  now  as  for  generations  past,  almost  sure  to  en- 
counter constantly  the  suggestion  that  the  right  thing  for  Amer- 
ican manufacturers  to  do  is  to  establish  a  ''permanent  exposi- 
tion of  American  goods"  in  some  specified  locality.  The  idea 
is  an  old  one,  hoary  with  age.    In  addition  to  the  intrinsic  weak- 
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ness  of  the  idea  we  have  the  discouraging  precedents  of  two  such 
expositions  attempted  in  the  past.  The  expositions  of  American 
goods  in  Caracas  and  in  Shanghai  were  both  dismal  failures. 
Yet  in  the  face  of  them  we  have  new  projects  of  this  sort  spring- 
ing up  from  time  to  time. 

In  the  very  nature  of  things  an  ** exposition''  cannot  sell  goods 
by  itself.  The  mere  despatch  from  the  United  States  of  a  clever 
manager  to  such  an  exposition  in  a  foreign  country  is  by  no 
means  enough  to  ensure  the  development  of  trade.  A  showcase 
without  a  salesman  accomplishes  little.  As  a  popular  advertise- 
ment of  national  American  industries  expositions  might  in  some 
instances  be  worthy  of  support,  but  the  large  amounts  of  money 
they  cost  are  only  to  be  regarded  as  the  most  extravagant  of  all 
imaginable  forms  of  advertising. 

Quite  different  from  any  ** American  exposition*'  are  the  in- 
dividual efforts  made  by  some  American  manufacturers  in  the 
establishment  in  foreign  countries  of  their  own  retail  shops*- 
Thus,  the  largest  American  sewing  machine  company  has  cov- 
ered even  the  remotest  quarters  of  the  globe  with  its  own  estab- 
lishments. American  kerosene  and  cigarettes  are  in  some  terri- 
tories distributed  by  American  manufacturers.  Prominent  boot 
and  shoe  manufacturers  have  planted  handsome  and  attractive 
shops  on  the  main  business  streets  of  the  principal  capitals  of 
the  world;  so  have  a  great  American  photographic  goods  com- 
pany and  certain  typewriter  and  cash  register  manufacturers, 
and  so  have  certain  Americans  who  sell  imitation  jewelry.  In 
no  case  do  or  can  such  branches  shut  out  competition  from  other 
American  manufacturers  in  the  same  lines  operating  in  more 
usual  ways. 

An  American  department  store  has  apparently  been  highly 
successful  in  London,  although  it  owes  its  success  to  American 
methods  modified  by  local  requirements,  rather  than  to  American 
goods.  It  is  like  all  other  London  department  stores  in  that  it 
carries  some  American  goods  along  with  many  other  British  and 
Continental  goods.  It  may  very  likely  be  true  that  there  are 
attractive  opportunities  for  the  establishment  of  other  American 
department  stores  in  many  other  capitals,  and  possibly  such 
establishments  would  redound  greatly  to  the  prestige  of  Amer- 
ican interests  in  general. 
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Foreign  Branches  Subject  to  Foreign  Laws.— It  is  hardly  to 
be  expected  that  any  wise  American  manufacturer  will  plunge 
unprepared  into  the  foreign  branch  scheme.  Highly  desirable 
as  branches  may  be,  they  are  almost  certain  to  follow  earlier  de- 
velopments of  business,  proceeding  step  by  step  from  the  first  ten- 
tative efforts  to  more  serious  attempts  to  take  advantage  of  oppor- 
tunities as  they  have  developed,  employing  first  one  kind  of  effort 
and  then  one  more  elaborate,  until  the  point  is  reached  when  the 
establishment  of  the  manufacturer's  own  branch  becomes  desir- 
able. Such  a  manufacturer  will  by  that  time  have  gained  all  the 
information  necessary  as  to  the  form  of  organization  which  he 
prefers  and  the  conditions  under  which  such  an  organization  can 
be  planted  in  a  given  foreign  country.  It  may  here  be  pointed 
out,  however,  that  establishing  one's  self  in  a  foreign  city  in- 
volves compliance  with  foreign  laws  and  regulations,  the  secur- 
ing of  necessary  licenses,  the  payment  of  prescribed  taxes,  etc. 
An  American  cannot  simply  sit  down  in  a  foreign  city 
and  start  doing  business  without  reference  to  the  local  authori- 
ties. 

American  Employees  in  Foreign  Branches. — ^It  is  often  re- 
marked that  Americans  do  not  care  to  expatriate  themselves, 
that  American  representatives  are  averse  to  establishing  them- 
selves permanently,  even  in  the  most  attractive  foreign  coun- 
tries, and  that  in  the  Orient  and  in  Latin  America  representa- 
tives are  too  apt  to  *'go  to  the  bad."  Our  manufacturers  who 
contemplate  establishing  branches  in  foreign  countries  will  have 
to  take  such  conditions  into  consideration  and  plan  wisely  and 
well  for  the  organization  of  their  branches  as  affecting  the  life 
and  happiness  of  their  employees  whom  they  may  send  from 
home.  In  many  countries  they  will  have  to  remember  the  high 
cost  of  living.  As  a  rule,  both  Germans  and  Englishmen  go  into 
commerce  in  a  colony  or  foreign  country  not  with  the  idea  of 
ending  their  days  there,  but  to  spend  a  period  of  years,  ulti- 
mately returning  **home"  to  spend  in  ease  profits  they  have 
accumulated  or  to  take  a  commanding  position  in  the  home  com- 
merce with  the  market  they  have  studied  thoroughly.  English 
employees  of  great  companies  who  are  sent  to  India,  East  or 
West  Africa  and  the  Orient,  are  granted  periodical  leaves  of  ab- 
sence— are,  for  example,  permitted  to  return  home  once  every 
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three  years  for  six  months'  vacation  on  full  salary,  or  once  in 
seven  years  for  a  whole  year's  vacation. 

Then,  too,  foreign  branches  of  European  banks  and  large  com- 
mercial houses  often  supply  living  quarters  as  homes  for  their 
employees  abroad  or  establish  clubs  for  the  young  men  sent  out 
from  home,  to  protect  them  both  against  high  local  living  ex- 
penses and  against  the  temptations  of  life  in  a  strange  and  lonely 
country.  Such  efforts  as  these  must  also  be  adopted  by  Amer- 
icans if  we  are  to  follow  to  its  satisfactory  development  the 
scheme  of  foreign  branches,  beyond  any  doubt  highly  desirable 
when  intelligently  contemplated  and  wisely  carried  out 
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CHAPTER  X 

THE  EXPOBT  ORDER 

What  Samples  Mean  m  the  Export  Trade  and  How  They 
Should  be  Treated — Ways  of  Quoting  Prices  and  Discounts — 
Meaning  and  Attractiveness  of  CJ.F.  Prices — Terms  of  Sale 
Customary  or  Advisable  in  Export  Business — Foreign  Credit 
Ratings  and  RespoyisibUity  of  Customers — Acceptance  or  Re- 
fusal of  Orders — The  Manufacture  of  Goods  for  Export  Ship- 
ment. 

ACTUAL  experience  in  handling  export  business  begins 
with  the  receipt  of  an  order  for  foreign  shipment.  If 
that  order  arrives  bearing  a  foreign  postage  stamp  the 
manufacturer  must  not  immediately  be  hypnotized  and  dream 
that  the  whole  world  has  been  conquered.  It  has  already  and 
more  than  once  been  remarked  that  one  order  is  only  a  clue  to 
many  more  and  larger  ones  which  ought  to  be  secured.  A  manu- 
facturer cannot  get  them  unless  each  individual  order  is  handled 
in  the  right  way.  Excuses  and  apologies  lose  whatever  savor 
they  may  have  here  at  home  when  they  travel  the  oceans  for 
three  or  four  weeks;  their  originality,  brilliancy  and  adroitness 
evaporate  as  they  wander  over  10,000  or  15,000  miles  of  the 
surface  of  the  globe. 

If  the  order  comes  from  an  American  export  commission  house 
it  is  not  a  domestic  order.  But  in  this  case,  if  the  manufac- 
turer is  disposed  so  to  regard  it,  the  nominal  buyer,  the  export 
house  acting  as  agent  for  the  acutal  buyer,  is  at  hand  and  close 
at  hand  to  remind  the  manufacturer  of  the  real  state  of  affairs. 

All  export  orders  require  a  manufacturer's  best  thought  and 
effort  if  they  are  worth  accepting.  One  is  nothing.  It  is  only 
the  many  that  count.  One  is  not  worth  having  unless  the  many 
are  sought.  It  is  trite  to  remind  Americans  that  export  trade 
cannot  be  taken  up  and  laid  aside  as  one's  summer  vacation  or 
the  pressure  of  domestic  trade  may  suggest,  that  effort  and  per- 
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formance  must  be  consistent.  The  mere  statement  of  this 
axiom  ought  to  be  enough  for  the  thinking  man,  and  no  other 
gets  or  deserves  to  get  export  success. 

The  necessity  for  especially  prompt  attention  to  export  orders 
and  their  execution  and  despatch  will  be  emphasized  when  the 
time  necessarily  occupied  in  the  completion  of  a  transaction  is 
remembered.  Note  the  date  of  an  order  and  the  date  of  its  re- 
ceipt. Calculate  the  shortest  possible  time  in  which  it  can  be 
filled.  Inquire  when  the  first  available  steamer  thereafter  sails 
for  port  of  destination  and  how  long  the  goods  will  be  in  transit, 
fiemember  that  at  some  custom-houses  particularly  in  South 
America,  thirty  days  at  least  will  be  required  to  clear  goods 
after  arrival.  The  result  in  time  of  this  accumulation  of  delays 
is  likely  to  be  impressive.  Furthermore  if  a  steamer  is  missed, 
perhaps  there  may  not  be  another  for  the  same  port  for  two 
weeks  or  a  month. 

SAMPLES  IN  THE  EXPOBT  TBADE 

Most  orders,  whether  foreign  or  domestic,  originate  in  the  sam- 
ple. It  may  be  a  little  thing  of  smallest  intrinsic  value,  pre- 
sented in  the  act  of  soliciting  an  order;  it  may  be  a  great  power 
plant  installed  in  some  locality  accessible  to  the  buyer;  it  may 
be  one's  customer's  own  last  shipment  of  goods  which  he  likes. 
Whatever  it  is,  the  sample  is  more  than  an  important,  it  is  a 
vital  element  in  export  success. 

Sample  Offers. — Manufacturers  of  goods  which  can  be  repre- 
sented by  samples  easily  or  cheaply  submitted  often  advertise 
their  willingness  lo  submit  such  samples  free  of  charge  in  their 
announcements  to  the  foreign  trade  or  Tn  circular  letters ;  but 
** sample  collectors"  abound  everywhere,  even  here  in  the  United 
States. 

In  personal,  specially  addressed  letters  to  carefully  chosen 
prospects  a  sample  offer  may  be  quite  another  matter.  Probably 
there  is  not  nearly  enough  done  in  this  direction.  If  there 
were,  a  certain  great  South  American  department  store,  the 
largest  in  that  continent,  would  probably  easily  be  able  to  supply 
its  equivalent  of  American  5-and-lO-cent  counters  with  perennial 
stocks,  quite  without  cost.  It  is  certainly  as  undesirable  hold- 
ing one's  samples  too  cheaply  as  clinging  too  tightly  to  them. 
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But  the  same  manufacturer  who,  here  at  home,  bombards  desir- 
able customers  with  samples  very  likely  declines  to  send  abroad  so 
much  as  a  tin  dipper,  unless  against  **cash  with  order."  What 
equitable  arrangement  can  be  made?  Evidently  enough,  for- 
eign customers  will  insist  upon  knowing  what  the  goods  they 
wish  to  order  are  like. 

In  our  consideration  of  export  advertising  we  have  referred 
briefly  to  the  policy  of  offering  sample  assortments.  However, 
the  assortments  selected  and  proposed  by  the  manufacturer  him- 
self may  not  be  the  choice  of  his  prospective  customer,  may  in- 
clude items  unsalable  to  his  particular  trade.  He  may  prefer 
to  have  quantities  or  samples  only  of  two  or  three  when  a  dozen 
diflPerent  articles  or  sizes  have  been  offered.  The  sample  assort- 
ment does  not  as  a  rule  appeal  very  convincingly  to  the  best 
class  of  foreign  buyers. 

Sample  Discounts. — Manufacturers,  in  their  home  trade,  in 
many  instances  sell  the  samples  which  have  been  used  by  travel- 
ing salesmen  at  a  considerable  discount  from  the  original  prices. 
In  the  foreign  trade  samples  are  usually  made  for  specific  pur- 
poses, or  certain  customers.  When  so  made  they  may  be  re- 
garded by  the  manufacturer  as  different  in  some  respects  from 
the  sample  ranges  supplied  to  his  domestic  traveling  men,  and 
possibly  therefore  not  subject  to  discount  when  sold.  Yet  it  is 
worth  while  bearing  in  mind  the  cost  of  getting  any  new  busi- 
ness, and  usually  the  much  lower  cost  of  getting  foreign  than  do- 
mestic business. 

Therefore  it  seems  in  some  cases  logical  and  just  that  a  spe- 
cially favorable  price  on  samples  should  be  offered  to  foreign 
prospects  who  seem  to  be  of  the  right  caliber  and  who-  express  a 
genuine  interest  in  the  goods.  If  such  special  price  offers  are 
made  they  should  not  be  apparently  advantageous  only.  There 
should  be  a  genuine  reduction.  An  offer  of  **80  per  cent,  off" 
may  seem  a  remarkably  liberal  one,  until  the  prospect,  examin- 
ing the  manufacturer's  quotations,  observes  that  80  per  cent,  is 
the  discount  applying  to  any  and  all  orders.  The  prospect 
may  then  perhaps  experience  an  unfavorable  revulsion  of  feeling. 

It  may  be  added  that  it  is  wise  to  beware  of  the  expression 
** Sample  Order''  used  by  some  foreign  buyers,  especially  in  cer- 
tain localities,  only  for  the  purpose  of  securing  special  discounts 
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or  other  advantages.  It  not  always  means  what  the  words 
usually  imply. 

Samples  on  Consignment — It  has  sometimes  seemed  to  manu- 
facturers a  good  plan  to  send  samples  without  solicitation,  or 
even  without  permission,  to  every  large  house  abroad  whose 
trade  is  especially  sought.  This  practice,  however,  is  open  to  the 
general  criticism  applying  to  any  free  gift — and  to  several 
others.  The  thing  which  is  not  requested  and  which  costs  no 
money  seldom  carries  great  influence  with  it.  If  the  sample  has 
any  value  to  speak  of,  the  prospect  will  have  to  pay  import  duty 
before  it  passes  his  custom  house,  and  may  even  have  to  pay  fees 
of  a  custom  house  broker  to  get  it  through.  In  such  cases  the 
unsolicited  sample  may  never  reach  the  prospect. 

Accordingly  the  plan  has  been  adopted  by  some  manufac- 
turers of  making  especially  desirable  foreign  houses  small  con- 
signments of  new  goods,  after  requesting  and  receiving  permis- 
sion to  do  so.  A  manufacturer  adopting  this  plan  is  likely  to 
propose  the  consignment  to  the  foreign  prospect  in  advising  that 
it  is  the  manufacturer's  firm  expectation  that  the  sample  con- 
signment, at  least,  can  be  sold  with  profit.  In  that  case  only  the 
quoted  prices  are  to  be  accepted.  If  it  turns  out  that  the  con- 
signment can  only  be  sold  at  a  loss,  the  prospect  is  asked  to  de- 
duct costs  and  his  usual  percentage  of  profit,  and  at  his  con- 
venience remit  whatever  may  be  left.  If  the  utterly  unprece- 
dented should  happen  and  the  goods  prove  not  to  be  salable  at  all 
at  any  price,  then  the  prospect  is  advised  that  it  is  not  worth 
while  returning  the  goods  to  the  United  States,  but  that  he  is  at 
liberty  to  throw  them  away,  charge  back  to  the  manufacturer 
the  duties  paid  and  other  expenses,  for  which  prompt  remittance 
will  be  made,  and  all  concerned  will  give  up  the  effort  to  develop 
a  mutually  profitable  business. 

The  privilege  of  making  such  sample  consignments  is  some- 
times eagerly  solicited.  The  propriety  of  making  one  before  a 
prospect  has  signified  his  willingness  to  accept  it  is  more  than 
doubtful.  A  manufacturer  must  be  prepared  to  find  some  pros- 
pects refusing  to  have  anything  to  do  with  shipments  so  made. 
Large  importers  are  not  often  so  eager  to  receive  consignments 
as  manufacturers  are  to  ship  them. 

Samples  Must  Represent  Ooods.— Among  the  most  important 
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of  all  lessons  for  the  exporting  manufacturer  is  this :  his  samples 
must  represent  his  goods.  The  practice  has  grown  up  here  in 
the  United  States  of  making  samples  rather  better  than  the 
goods.  Most  American  buyers  are  accustomed  so  to  regard  sam- 
ples, and  instinctively  discount  appearance  or  quality  as  experi- 
ence has  taught  them  is  necessary,  just  as  they  are  accustomed  to 
discount  the  boastfulness  of  our  salesmen.  In  many  cases  our 
samples  for  home  use  are  designedly  made  superior  to  the  goods 
which  will  actually  be  supplied,  sometimes,  for  example,  be- 
cause it  is  believed  that  long  use  '*on  the  road"  will  result  in 
wear  or  deterioration.  Similar  practices  will  not  be  satisfactory 
in  foreign  business.  Foreign  buyers  are  accustomed  to  consider 
a  sample  as  a  sample.  There  is  pretty  sure  to  be  no  end  of 
trouble  if  the  goods  delivered  are  materially  unlike  or  unequal 
to  the  sample  on  the  basis  of  which  the  foreign  customer  has 
placed  his  order. 

When  the  manufacturer  or  his  salesman  sells  goods  face  to 
face  with  a  customer,  if  there  is  likely  to  be  variation  in  the 
goods  to  be  delivered,  this  possibility  should  be  clearly  explained 
to  and  thoroughly  understood  by  the  customer.  For  instance, 
in  many  articles  of  cheap  colored  leather,  cheap  shoes,  ladies' 
hand  bags  and  belts  of  the  cheaper  class,  it  is  not  possible  to  en- 
sure uniform  coloring.  Great  dissatisfaction  is  certain  to  follow 
unless  buyers  clearly  understand  this  fact  and  are  prepared  to 
take  their  chances  of  the  ultimate  salability  of  the  goods  that  will 
be  delivered.  It  is  far  better  to  have  a  thorough  understanding 
on  this  score  before  the  goods  are  made  and  shipped,  even  at  the 
cost  of  an  occasional  loss  of  an  order,  than  it  is  to  have  com- 
plaints, claims  and  quarrels  follow.  Usually  in  this  case  it  is 
easy  for  the  salesman  to  couple  with  his  explanation  of  what  is 
to  be  expected  and  the  reasons  therefor,  effective  arguments  for 
a  trial  order  on  the  basis  of  the  experience  in  actually  handling 
the  goods  on  the  part  of  large  merchants  in  foreign  markets, 
possibly  in  a  market  near  that  of  the  prospect. 

Gk>ods  Must  Equal  Sample. — Conversely,  it  may  be  here  re- 
marked, although  with  equal  logic  coming  later  in  these  pages, 
that  export  goods  must  invariably  be  manufactured  **up  to  the 
sample."  This  follows  not  alone  because  one's  foreign  cus- 
tomers expect  it  and  because  it  is  good  policy  to  do  so,  but  be- 
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cause  unless  it  is  done  the  complaining  foreign  customer  will 
usually  have  legal  support  in  lodging  a  claim  for  damages. 

Owing  to  the  predominant  position  of  Great  Britain  in  the 
trade  of  the  world  for  scores  of  years,  British  practices  have  been 
widely  adopted,  not  only  in  the  British  colonies  but  in  many 
other  important  countries.  The  British  **Sale  of  Goods  Act  of 
1893"  still  applies  in  a  great  many  markets  besides  those  of 
Great  Britain.  It  provides:  ''In  the  case  of  a  contract  for 
sale  by  sample  there  is  an  implied  understanding:  (1)  That 
the  bulk  shall  correspond  with  the  sample  in  quality;  (2)  That 
the  buyer  shall  have  a  reasonable  opportunity  of  comparing  the 
bulk  with  the  sample;  (3)  That  the  goods  shall  be  free  from  any 
defect  rendering  them  unmerchantable,  which  would  not  be  ap- 
parent on  reasonable  examination  of  the  sample." 

Similar  conditions  are  often  part  of  the  formal  contracts  on 
which  large  transactions  in  international  trade  are  founded.  In 
any  event,  since  it  is  the  law  of  the  place  of  r.esidence  of  the  cus- 
tomer to  which  the  seller  is  subject,  it  is  clear  that  sellers  will 
be  wise  in  avoiding  every  possible  legitimate  ground  for  claim  in 
this  regard.  Foreign  buyers  expect  sellers  to  guarantee  that 
goods  delivered  shall  be  fully  equal  to  sample.  In  the  piece 
goods  trade  buyers  retain  for  comparison  small  clippings  of  the 
original  samples  or  patterns  which  have  been  shown  them,  from 
which  they  have  ordered  the  goods.  In  buying  oils  and  chem- 
icals samples  may  be  retained  for  analysis  and  comparison  with 
shipments  utimately  received. 

Moreover  the  policy  of  so  doing  must  commend  itself  to  manu- 
facturers if  they  will  rid  themselves  of  our  local  ideas,  and  will 
remember  that  things  are  not  always  done  in  other  countries  as 
they  are  done  in  the  United  States. 

QUOTINa  PRICES 

"Any  merchant  in  Latin  America,  be  he  big  or  small,  worthy 
of  extended  credit  or  on  the  verge  of  bankruptcy,  can  write  to 
almost  any  American  manufacturer  and  be  quoted  the  lowest 
export  prices  for  his  product,  down  to  the  last  cash  discount; 
catalogues  are  sent  abroad  indiscriminately,  even  to  individual 
consumers  showing  the  exact  prices  at  which  the  largest  jobbers 
can  purchase  the  articles  advertised," 
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This  quotation  from  a  man  long  engaged  in  the  export  com- 
mission business  will  remind  the  reader  of  some  aspects  of  the 
price  question  which  have  already  been  remarked.  If  we  have 
now  to  consider  other  features  it  is  worth  renewing  emphasis  on 
the  generally  bad  principle  in  export  trade  of  **one  price  to  all." 
The  manufacturer  may  find  that  there  are  export  commission 
houses  to  be  taken  care  of,  som^imes  commissions  to  local  agents, 
sometimes  profits  of  a  local  wholesale  distributor  to  be  looked 
out  for.  There  is  no  greater  mistake  than  that  of  fancying  all 
houses  of  one  and  the  same  caliber,  just  because  they  are  foreign. 

Furthermore  it  is  to  be  remembered  that  it  is  utterly  impossi- 
ble usually  to  dictate  prices  of  re-sale  in  foreign  countries.  In 
addition  to  ocean  freight  and  custom-house  duties  there  are 
often  charges  unsuspected  by  us,  dock  dues,  fluctuations  in  for- 
eign currencies,  gratuities  and  exorbitant  fees  to  custom-house 
brokers  and  officials,  and  a  cost  of  doing  business  three  or  four 
times  that  to  which  we  are  accustomed. 

How  Prices  May  Be  Varied.— To  obtain  greater  facility  in 
quoting  varied  prices  as  occasion  may  seem  to  demand,  many  of 
our  manufacturers  who  make  net  prices  to  the  home  trade  estab- 
lish quite  another  list  for  export,  quoting  from  it  sundry  dis- 
counts, ranging  for  example  from  10  per  cent,  to  40  per  cent, 
according  to  circumstances. 

Another  plan  adopted  by  some  American  manufacturers  is 
that  of  varying  discounts  according  to  quantities  purchased. 
This  is  by  no  means  characteristic  only  of  export,  it  is  done  often 
enough  in  domestic  business.  A  variation  of  this  practice  has 
also  been  made  to  do  duty  effectively  in  foreign  trade — regular 
discounts  are  quoted  and  paid  but  rebates  are  granted  at  the 
end  of  a  year's  trading,  based  on  the  total  quantity  of  goods  pur- 
chased  during  the  twelvemonth.  It  must  be  acknowledged,  how- 
ever, that  in  both  of  these  practices  a  number  of  obstacles  are 
likely  to  present  themselves  in  export  relations  to  circumvent 
which  will  often  require  the  exercise  of  a  good  deal  of  ingenuity. 
Complications  introduced  by  agents,  jobbers,  export  commission 
houses,  and  otherwise,  indicate  that  the  beginner  at  exporting 
would  do  well  to  defer  an  attempt  to  establish  quantity  dis- 
counts, especially  annual  rebates,  until  his  wares  have  been  thor- 
oughly well  established  in  foreign  markets. 
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Prices  are  often  varied  according  to  territory.  This  happens 
sometimes  here  at  home,  and  the  principle  may  be  extended  as 
circumstances  or  competition  may  seem  to  suggest.  An  Amer- 
ican salesman  traveling  from  Boston  very  likely  gets  10  per 
cent,  higher  prices  for  the  goods  he  sells  to  scattered  settlers, 
costly  to  drum,  in  Arizona  and  New  Mexico  than  he  has  the 
courage  to  ask  from  customers  in' Ohio,  who  buy  a  much  larger 
volume.  But  possibly  a  manufacturer  of  aluminum  goods,  quot- 
ing 60  per  cent,  discount  in  the  Eastern  States  may  quote  only  55 
per  cent,  in  our  Northwestern  Pacific  States.  Perhaps  on  in- 
quiring it  will  be  found  that  in  the  Eastern  States  he  is  selling 
through  his  own  salesman,  at  an  average  expense  of  5  per  cent., 
while  on  the  Pacific  Slope  he  is  giving  10  per  cent,  to  a  commis- 
sion salesman.    His  export  prices  may  be  similarly  arranged. 

What  Discounts  to  Name. — In  principle,  our  American  cash 
discount  ought  never  to  be  quoted  in  foreign  business,  certainly 
never  unless  the  foreign  customer  actually  places  cash  in  this 
country  for  the  payment  of  his  goods  before  they  are  shipped. 
If  any  cash  discount  is  ever  made  it  should  be  a  large  one,  or 
should  be  varied  according  to  the  country  for  which  it  is  quoted. 
Two  per  cent,  may  appeal  to  buyers  in  Europe.  It  is  not  so 
likely  to  appeal  to  a  buyer  in  Colombia  where  the  interest  rate  on 
money  runs  as  high  as  18  per  cent,  per  annum. 

The  practice  common  in  a  good  many  trades  at  home  of  mak- 
ing a  series  of  complicated  discounts  should  certainly  be  avoided 
in  the  export  trade.  Some  hardware  buyers  in  other  countries 
may  understand  *'66%  per  cent.,  16%  per  cent.,  12^^  per  cent., 
5  per  cent,  and  5  per  cent."  but  such  a  quotation  would  be  a 
Chinese  puzzle  to  most  importers  contemplating  doing  business 
with  us.  Even  in  those  trades  where  the  quotation  of  such  dis- 
counts is  so  firmly  established  and  so  old  a  practice  that  it  can- 
not be  eliminated,  care  should  be  taken  in  deducting  these  dis- 
counts when  export  invoices  are  prepared.  The  operations  of 
deducting  each  percentage  should  be  clearly  indicated.  There 
ought  never  to  be  any  such  invoices,  for  some  way  should  in 
every  case  be  found  of  avoiding  similar  quotations. 

Quoting  in  Foreign  Moneys. — It  is  perhaps  characteristic  of 
American  patriotism  that  so  much  talk  is  heard  regarding  the 
supremacy  of  the  United  States  dollar.    Germany  has  never  at- 
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tempted  to  impoee  the  mark,  or  France  the  franc,  on  unwilling 
foreign  customers  or  in  any  cases  excepting  where  available 
banking  facilities  have  made  marks  and  francs  a  cheaper  or  a 
more  desirable  medium  than  the  pound  sterling.  The  principle 
to  be  adopted  by  a  shrewd,  ambitious  business  man  would  seem 
to  be  that  of  making  prices  in  such  currencies  as  his  customers 
prefer,  providing  there  is  no  loss  of  profit  in  so  doing. 

Quite  often,  in  normal  times,  there  has  been  an  actual  loss  in 
attempting  to  do  business  in  dollars  and  cents,  where  there  might 
be  an  extra  profit  in  using  pounds,  shilling  and  pence.  This  does 
not  imply  any  difficult  problem  for  the  manufacturer  to  solve. 
If  there  were  a  problem  and  it  were  a  difficult  problem,  it  would 
still  be  worth  his  while  studying  it  if  thereby  larger  profits 
might  become  possible.  In  a  later  chapter  we  shall  come  to  a 
detailed  examination  of  problems  involved  in  using  foreign  cur- 
rencies. Meanwhile,  it  should  be  noted  that  if  prices  are  made 
in  other  than  American  money,  ample  allowance  should  be  made 
in  the  rate  at  which  conversion  is  eflfected  for  all  possible  fluctu- 
ations in  exchange,  and  in  no  instance,  excepting  only  where  the 
manufacturer  has  his  own  branch  establishment  on  the  ground, 
should  quotations  ever  be  made  in  the  currencies  of  countries  on 
a  silver  or  paper  basis.  The  American  gold  dollar,  the  pound 
sterling,  or  the  French  gold  franc  should  be  specified  in  all  such 
instances. 

Undoubtedly  most  American  manufacturers  quote  their  prices 
in  dollars  and  cents.  In  war  times  no  other  course  is  commonly 
possible.  It  is  often,  however,  in  times  of  peace,  believed  desir- 
able by  manufacturers  or  it  is  requested  by  their  foreign  cus- 
tomers that  total  invoice  values  be  collected,  however  collection 
is  made,  in  the  currency  of  their  country  or  one  of  the  other 
great  international  currencies.  In  such  cases  manufacturers 
should  propose  that  invoice  totals  shall  be  converted  into  the  de- 
sired currency  at  the  day's  rate  of  exchange  ruling  in  New  York 
when  the  shipment  is  made.  Should  this  seem  to  an  inexperi- 
enced importer  abroad  to  involve  an  unknown  quantity,  it  may 
be  explained  to  him  that  all  the  manufacturer  seeks  is  to  obtain 
the  exact  equivalent  in  dollars  of  the  prices  which  he  has  quoted 
and  which  have  been  found  to  be  satisfactory,  and  because  of 
daily  fluctuations  in  the  exchange  market  it  is  impossible  for  him 
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to  name  a  fixed  rate,  unless  he  names  one  so  high  as  to  eover  all 
contingencies,  very  likely  working  most  disadvantageonsly  to 
the  customer. 

Quotation  Forms. — It  is  an  excellent  plan  to  have  a  detailed 
and  comprehensive  .printed  form,  on  which  quotations,  either 
general  or  special,  shall  be  submitted.  Such  a  form,  in  addition 
to  the  repetition  of  descriptions  and  quotation  of  prices,  should 
specifically  and  clearly  indicate  at  least  the  following:  where  de- 
livery of  goods  will  be  made ;  what  packing  will  be  supplied  as 
included  in  the  prices  named ;  approximate  time  after  receipt  of 
order  when  shipment  can  be  expected ;  what  liabilities  only  are 
assumed  by  the  manufacturer;  what,  in  a  general  way,  at  least, 
must  be  assumed  by  the  buyer;  exemption  of  manufacturer  from 
liability  in  case  of  strikes  or  causes  beyond  his  control;  what 
form  of  marine  insurance  will  be  supplied  in  the  absence  of  spe- 
cific instructions  from  buyers ;  definite  terms  of  payment,  clearly 
explained. 

In  addition  each  item  in  a  quotation  sheet  should  be  given  a 
code  word  for  use  in  a  possible  exchange  of  cablegrams  referring 
to  that  item.  Each  special  quotation  should  be  signed  and  in  a 
formal  manner  by  a  member  of  the  firm  or  an  official  of  the  com- 
pany authorized  to  affix  the  company's  signature.  Quotations 
should  be  made  to  hold  good  for  a  certain  named  length  of  time, 
or  otherwise  ** until  withdrawn,"  and  in  the  export  business 
withdrawal  should  only  be  calculated  from  the  date  of  receipt 
by  the  customers  of  new  quotations.  Prices  **  subject  to  change 
without  notice'*  will  not  be  found  a  satisfactory  means  of  de- 
veloping any  large  export  relations,  excepting  only  in  trades 
where  cable  inquiries  and  orders  are  the  custom. 

With  such  quotation  forms  it  is  well  to  enclose  an  emphatic 
reminder  to  customers  or  prospects  that  when  orders  are  placed 
specific  instructions  must  be  given  whenever  special  packing, 
special  shipping  routes,  or  any  peculiar  requirements  are  to  be 
followed.  The  manufacturer's  correspondents  in  countries 
where  consular  invoices  are  necessary,  should  be  reminded  that 
unless  specific  instructions  are  given  by  buyers  as  to  the  descrip- 
tions and  classifications  according  to  which  the  goods  are  to  be 
manifested,  the  manufacturer  or  shipper  can  only  follow  his  own 
best  judgment,  and  will  not  hold  himself  responsible  for  any  fine 
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that  may  result  from  errors.  The  principle  involved  in  prac- 
tices such  as  these  is,  it  will  be  observed,  the  same  as  that  already 
laid  down ;  absolute  exactness  and  general  formality  in  business 
dealings  with  foreign  countries. 

Where  Ooods  Are  Delivered.— There  has  sprung  up  a  mis- 
taken and  unfortunate  use  of  the  symbol  F.O.B.,  meaning  **free 
on  board.''  In  the  export  trade  F.O.B.  ought  to  mean  that 
the  price  of  the  goods  includes  all  charges,  packing,  railroad 
freight,  lighterage,  storage  and  dock  dues,  if  any,  etc.,  up  to  and 
including  the  placing  of  the  goods  on  board  an  outgoing  ocean 
vessel.  The  term  ought  never  to  be  used  with  any  other  signifi- 
cation. In  the  United  States  it  is  sometimes  used  rather  loosely. 
American  manufacturers  quote  ** F.O.B.  Factory"  when  they 
mean  placed  free  on  railroad  cars.  They  often  quote  *' F.O.B. 
New  York"  when  they  intend  only  to  imply  that  inland  freight 
charges  will  be  prepaid  to  New  York  but  that  cartage  or  light- 
erage after  arrival  in  New  York  will  be  for  account  of  the  buyer. 
There  is  great  need  of  reform  here.  Properly,  all  export  goods 
ought  to  be  quoted  ** F.O.B.  Vessel,"  as  is  the  English  and  Euro- 
pean custom.  If  any  other  sort  of  ** F.O.B."  quotation  is  made, 
it  should  be  qualified  with  a  full  explanation. 

It  should  be  noted  that  there  is  a  distinction  between  ** F.O.B." 
and  **F.A.S."  (free  alongside).  When  quotations  are  made 
F.O.B.,  that  does  not  of  course  imply  that  the  shipper  himself 
performs  the  physical  labor  of  actually  placing  the  goods  on 
board  vessel.  He  only  delivers  them  at  the  dock  within  the 
reach  of  the  ship^s  tackle  or  to  be  handled  by  the  ship's  steve- 
dores, the  charges  for  which  are  absorbed  in  the  freight  rate 
paid.  However,  ship's  tackle  is  not  always  strong  enough  to 
handle  exceptionally  large  and  heavy  packages  (for  example, 
boilers,  locomotives,  threshing  machines  and  engines,  some  auto- 
mobiles) and  they  should  be  quoted  F.A.S.  **free  alongside,"  un- 
less the  shipper  is  himself  prepared  to  pay  additional  charges  for 
Kpecial  derricks,  etc.,  that  are  required  in  putting  unusually 
heavy  packages  into  the  hold  or  on  the  deck  of  the  vessel. 

Most  freight  steamers  can  hoist  weights  of  up  to  two  tons  with 
their  own  tackle.  The  freight  rates  they  quote  usually  include 
such  charges.  Some  small  steamers  cannot  hoist  more  than  one 
ton.    Other  more  modem  boats  can  handle  as  much  as  three 
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tons  or  even  five  tons.  Whenever  packages  in  excess  of  weights 
which  the  ship's  tackle  can  safely  hoist  are  to  be  shipped,  spe- 
cial arrangements  have  to  be  made  by  the  shipper,  or  by  some 
one  on  his  behalf,  usually  involving  the  rental  of  a.  floating  der- 
rick, which  may  cost  as  much  as  $25  an  hour  from  the  time  it 
leaves  its  station  until  its  return.  An  '*F.O.B.  Vessel' '  quota- 
tion involves  payment  of  these  hoisting  charges  when  they  are  re- 
quired. *'F.A.S.  Vessel"  excludes  them.  But  F.A.S.  is  never 
quoted  except  as  applying  to  shipments  for  which  extra  loading 
charges  may  be  imposed,  heavy  weights,  bulk  grain,  coal,  etc. 

Exceptionally  reasonable  rates  applying  to  heavy  packages  are 
made  by  some  steamship  lines  from  New  York  transshipping 
cargo  through  the  Panama  Canal  to  the  West  Coast  of  South 
America.  Pieces  and  packages  exceeding  4,000  pounds  in 
weight,  were,  when  freights  were  stable,  subject  to  the  following 
charges  by  the  lines  in  question,  in  addition  to  the  regular  freight 
rates  but  including  hoisting  charges : 

If  Freighted  at  If  Freighted 

Weight                                            Measurement  at  Weight 

Over     2  to     3  tons $0.03  per  cubic  foot  $.16  per  100  Iba. 

Over     3  to     4  tons 00  per  cubic  foot  .27  per  100  lbs. 

Over     4  to     5   tons 12  per  cubic  foot  .32  per  100  lbs. 

Over     6   to     6  tons 16  per  cubic  foot  .49  per  100  lbs. 

Over     6  to     7   tons 18  per  cubic  foot  .54  per  100  lbs. 

Over     7   to     8  tons 21  per  cubic  foot  .70  per  100  lbs. 

Over     8   to     9   tons 24  per  cubic  foot  .76  per  100  lbs. 

Over     9  to   10  tons 27  per  cubic  foot  .92  per  100  lbs. 

Over  10  tons By  special  arrangement 

Under  no  circumstances  should  quotations  be  made  F.O.B.  for- 
eign point  of  destination,  unless  the  shipper  is  prepared  to  un- 
dertake the  payment  of  duties,  dock  charges  or  quay  dues,  and 
other  incidentals  at  such  destination.  '* F.O.B.  Destination" 
includes  all  these  items.  It  is  a  radically  different  quotation 
from  the  familiar  **C.I.F.,"  which  we  have  next  to  consider. 

ATTRACTIVENESS  OF  "CI.F."  PRICES 

The  growth  of  the  practice  of  quoting  C.I.F.  terms  dates  back 
only  thirty  or  forty  years.  Half  a  century  ago  all  export  goods 
from  Europe  as  well  as  from  the  United  States  were  sold  on 

F.O.B.  Factory"  terms.    With  the  extraordinary  growth  of 


li 


Digitized  by 


Google 


THE  EXPORT  ORDER  329 

international  trade  and  constantly  increasing  foreign  competi- 
tion, C.I.P.  terms  became  common,  while  in  late  years  quota- 
tions ''Franco  Domicile,"  or  in  the  French  phrase  '* Rendu 
Franco/'  are  becoming  more  and  more  common,  especially  among 
British  exporters,  and  very  generally  are  demanded  in  France 
by  many  importers — ^practically  by  all  in  French  towns  outside 
of  Paris. 

There  is  an  obviously  convincing  quality  about  C.I.F.  (often 
pronounced  **siflf")  prices,  which  include  those  elements  in  the 
cost  of  the  goods  about  which  the  foreign  prospect  knows  noth- 
ing, at  which  he  can  only  guess  in  an  indefinite  sort  of  a  way. 
Tfiey  also  eliminate  the  question  of  complicated  discounts.  The 
difficulties  in  the  way  of  naming  C.I.F.  prices  are  not  great,  and 
it  is  noteworthy  that  a  very  large  part  of  the  business  of  export 
commission  houses  consists  of  orders  closed  on  this  basis.  Often, 
or  perhaps  usually,  it  results  that  the  manufacturer  or  shipper 
makes  larger  profits  in  so  doing  business,  but  on  the  other  hand 
he  has  assumed  certain  risks. 

During  periods  of  disorganized  ocean  shipping  and  rapid  and 
extraordinary  freight  rate  advances  with  frequent  and  ex- 
treme fluctuations  in  rates  for  marine  insurance,  etc.,  such  as  we 
have  known  during  the  War  in  Europe,  few  if  any  shippers  dare 
risk  C.I.F.  quotations. 

What  "O.I.F."  Includes.— The  symbols  ''C.I.F.''  translate 
Cost,  Insurance,  Freight.  Quotations  of  prices  thus  made  in- 
clude nothing  else.  A  price  C.I.F.  does  not  include  foreign  im- 
port duty  or  landing  charges,  the  cost  of  consular  invoices  when 
required  by  country  of  destination,  or  any  other  item  whatsoever 
save  those  specifically  included  in  the  symbol. 

The  cost  means,  of  course,  the  price  of  the  goods  F.O.B. 
steamer,  including  all  charges  up  to  that  point — the  initial  cost 
at  factory  with  railway  freight,  possibly  storage,  trucking  or 
lighterage  and  hoisting  charges  if  any. 

The  insurance  covers  the  charge  for  premium  on  a  marine  in- 
surance policy  effected  under  the  usual  terms  and  conditions  of 
the  trade  involved.  Ordinarily  a  "Free  of  Particular  Average" 
policy  is  deemed  sufficient,  but  in  view  of  possible  disagreements 
on  this  score  it  is  recommended  that  in  quoting  C.I.F.  prices 
there  be  included  a  statement  of  exactly  what  kind  of  marine  in- 
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surance  policy  will  be  supplied;  also,  in  times  of  international 
conflict,  whether  with  or  without  war  risk.  Unless  specified  to  the 
contrary,  war  risk,  when  conflict  between  belligerents  involves 
risk,  will  be  assumed  to  be  covered  as  an  indispensable  protection 
to  the  buyer. 

The  freight  included  in  C.I.F.  terms  covers  the  steamer's 
charges  to  port  of  destination  in  accordance  with  the  terms  of 
the  ocean  bill-of-lading.  It  should  be  noted  that  C.I.F.  prices 
are  seldom  made  other  than  to  port  of  destination.  The  charges 
at  such  port — discharge,  lighterage,  quay  dues,  stamps,  petties, 
porterage  and  numerous  others — are  well  known  to  and  easily 
calculated  by  the  buyers.  The  object  of  the  C.I.F.  quotation  is 
to  let  the  buyer  know  what  the  goods  will  cost  him  on  board 
vessel  at  his  port,  or  his  nearest  port. 

Responsibilities  Under  OI.F.  Terms.— It  is  the  shipper's  and 
seller's  part  to  assume  the  risk  of  fluctuations  in  the  elements 
which  make  up  the  C.I.F.  prices.  He  must  speculate  on  the 
charges  for  putting  his  goods  on  board  vessel ;  his  is  the  risk  of 
possible  advances  in  marine  insurance  rates  or  ocean  freight 
charges,  no  matter  how  extreme,  sudden  or  unexpected.  On  this 
account  it  is  not  always  a  safe  practice  to  quote  C.I.F.  prices  to 
hold  good  for  an  indefinite  length  of  time.  Most  large  business 
on  these  terms  is  quoted  by  cable  for  immediate  cable  reply,  or 
such  reply  within  a  definite,  mutually  understood  number  of 
days.  C.I.F.  prices  are,  however,  often  quoted  by  mail;  in 
such  case  they  may  be  held  open  for  immediate  mail  reply,  or 
for  prompt  cable  reply  only,  after  the  receipt  of  quotations. 

The  responsibility  of  the  seller  in  a  C.I.F.  sale  as  legally  con- 
sidered is  this:  delivery  is  made  to  the  buyer  at  the  shipping 
point,  the  carrier  is  an  agent  of  the  buyer  to  accept  the  goods 
on  the  latter 's  behalf.  The  seller  agrees  to  deliver  the  goods  on 
board  a  suitable  vessel  and  to  prepay,  for  buj'-er's  accounts,  the 
freight  charges  and  insurance  premium  or,  in  rare  cases,  to 
credit  those  charges  when  not  necessarily  prepaid.  The  seller 
is  not  concerned  with  the  actual  arrival  of  the  goods  at  destina- 
tion. The  buyer  must  pay  for  them  whether  they  arrive  or  not. 
If  they  have  been  lost  or  damaged  he  looks  to  the  carrier  or  the 
insurer  to  make  good  the  loss. 
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Variations  of  the  C.I.F.  expression  are  often  encountered. 
C.  &  F.  is  identically  the  same  sort  of  quotation  omitting  the  in- 
surance element  which  in  such  cases  is  taken  care  of  by  the 
buyer.  It  is  quite  wrong  to  attempt  to  cover  these  terms  by 
writing  **C.A.F/'  as  some  authorities  advise.  No  matter  what 
the  American  understanding  of  the  latter  expression  may  be,  it 
is  not  in  foreign  countries  interpreted  **Cost  and  Freight." 
'*C.A.F."  is  the  abbreviation  for  three  French  words  meaning 
precisely  the  same  as  our  C.I.F.,  the  French  word  for  insurance 
being  assurance.  When  the  cost  and  the  freight  only  are  in- 
cluded, that  term  should  be  abbreviated  **C.  &  F.,"  never  '*C.A. 

''C.I.F.  &  E."  adds  to  the  usual  significance  of  C.I.F.  the 
element  of  exchange.  This  quotation  is  familiar  in  the  Australa- 
sian and  South  African  trades,  in  which,  as  we  shall  see  when 
we  come  to  the  subject  of  banking,  exchange  on  colonial  markets 
is  usually,  excepting  only  when  these  terms  have  been  made, 
reckoned  for  the  account  of  the  buyer.  In  quoting  C.I.F.  &  E., 
it  is  the  seller  who  takes  care  of  the  exchange.  C.I.F.I.  &  E. 
adds  the  further  element  of  interest,  often  much  the  same  thing 
as  exchange,  while  C.I.F.  &  C.  includes  commission. 

How  O.I.F.  Terms  Should  Be  Quoted. — It  is  by  all  means  wise 
in  making  C.I.F.  quotations  to  explain  precisely,  in  formal  fash- 
ion, the  relative  responsibilities  of  seller  and  buyer.*  This 
should,  preferably,  be  at  length  and  in  detail ;  if  nothing  more 
there  must  be  a  brief  explanation  and  warning.  A  large  New 
York  export  house  prints  the  following  on  its  quotation  and  in- 
voice forms: 

**The  seller  assumes  no  responsibility  aside  from  the  follow- 
ing :  To  deliver  goods  F.O.B.  vessel  at  port  of  shipment ;  to  ar- 
range for  the  freight,  paying  for  it  in  advance  if  necessary ;  to 
cover  the  shipment  with  suitable  marine  insurance,  free  of  par- 
ticular average  under  the  terms  of  the  English  policy,  if  no  other 
conditions  are  particularly  agreed  upon.  These  terms  shall  not 
be  binding  on  shippers  in  case  of  force  majeure.^ 

*'The  buyer  assumes  all  risks  of  the  voyage,  including  change 

1  See  Form  3. 

2  For  definition  of  this  term  see  page  344. 
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of  condition  or  deterioration  which  may  occur  on  account  of  the 
nature  of  the  goods.  The  ship's  bill  of  lading  in  the  usually 
accepted  form  shall  define  the  obligations  of  the  seller." 

How  C.LF.  Prices  Are  Figured.— The  estimate  of  a  C.I.F. 
price,  in  normal  times  of  peace,  is  usually  an  easy  matter ;  in  any 
case  it  can  be  managed  by  the  exercise  of  a  little  ingenuity. 
The  manufacturer  seldom  has  any  difficulty  in  learning  exactly 
or  closely  approximating  the  cost  of  a  given  weight  of  his  goods 
delivered  on  board  steamer  at  port  of  shipment.  In  normal 
times  rates  of  marine  insurance  do  not  fluctuate  greatly  and 
seldom  m»ke  a  very  important  item  in  the  total  charge,  ranging 
perhaps  from  V2  per  cent,  to  1  per  cent,  according  to  circum- 
stances. Most  manufacturers  have  more  or  less  standard  sizes 
of  packing  cases  in  which  certain  known  quantities  of  various 
articles  are  packed.  It  is  an  easy  matter  to  ascertain  the  cubic 
measurements  and  the  gross  weights  of  such  packages,  or  to  esti- 
mate them  in  case  of  special  shipments.  Learning  by  inquiry 
the  approximate  ocean  freight  rate  that  will  have  to  be  paid,  the 
manufacturer  is  then  in  a  position  to  judge  very  closely  what 
the  ocean  freight  charge  on  a  given  quantity  of  goods  will  be. 

To  make  up  the  C.I.F.  cost  of  a  hundred  dozen  of  a  given 
article,  the  manufacturer  has  to  compute  the  railway  freight, 
cartage  and  other  charges  required  to  put  that  quantity  of  the 
goods  F.O.B.  vessel,  calculate  the  ocean  freight  that  must  be 
paid,  and  add  the  marine  insurance  premium.  Obtaining  the 
total  charge  on  a  shipment  of  a  hundred  dozen,  it  is  easy  for  him 
to  quote  a  rate  per  dozen  C.I.F. 

f  Fluctuations  in  ocean  freight  rates  are  not  usually  so  extreme 
as  greatly  to  aflPect  the  quoted  C.I.F.  price  per  unit.  For  ex- 
ample in  one  steamship  ton  of  40  cubic  feet  about  350  pairs  of 
boots  and  shoes  may  be  packed.  The  difference  in  the  freight 
cost  per  pair  between  ocean  freight  rates  of  20  shillings  a  ton 
and  40  shillings  a  ton  will  therefore  only  amount  to  about  li/^ 
cents.  This  variation  in  freight  rates  is  the  most  extreme  that  is 
to  be  anticipated  in  any  normal  times  when  shipping  conditions 
are  stable. 

Extra  Profits  Through  OI.F.  Quotations.— C.I.F.  prices  never 
fail  to  appeal  to  foreign  buyers  for  reasons  already  indicated. 
Most  manufacturers  therefore  believe  they  can  rely  on  getting 
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rather  better  returns  for  their  goods  in  this  fashion  than  if 
otherwise  quoted.  A  buyer  will  often  pay  a  higher  price  when 
there  is  no  uncertainty  or  risk  involved.  This  may  not,  how- 
ever, apply  in  highly  competitive  lines  where  all  sellers  are  ac- 
customed to  make  C.I.F.  prices  and  competition  is  on  this  basis. 
In  such  cases  very  close  figuring  is  usually  necessary.  In  ordin- 
ary lines  which  we  ship  from  the  United  States,  however,  a  good 
deal  better  margin  of  profit  is  possible  in  C.I.F.  prices,  as  in- 
deed no  seller  can  afford  to  assume  risks  involved  and  quote  any- 
thing but  liberal  prices. 

Profits  are  often  improved  also  by  following  a  very  common 
custom  of  quoting  and  invoicing  C.I.P.  goods  in  the  currency  of 
the  foreign  country  to  which  they  are  shipped,  or  in  some  cur- 
rency usually  employed  by  that  country  in  international  trade. 
This  applies  especially  to  quotations  in  English  sterling  and 
French  francs.  If  a  C.I.F.  price  figures  out  when  converted 
into  English  money  4  shillings,  ly^  pence,  it  is  quite  safe  to  make 
the  actual  quotation  4  shillings,  3  pence  and  pocket  an  extra  3 
cents  profit.  Similarly  one  can  usually  make  the  *'even  money" 
terms  in  francs  which  has  been  suggested  in  a  former  chapter. 
Francs  5.21  is  an  unusual  and  an  unnecessary  quotation  in 
French  money.  It  should  be  either  francs  5.20  or  5.25 — if  not 
5.50. 

TEBMS  OF  SALE 

American  manufacturers  seem  for  the  most  part  either  in- 
variably and  indiscriminately  to  demand  cash  or  to  feel  very 
much  embarrassed  in  contemplating  such  a  demand.  That  em- 
barrassment may  perhaps  largely  be  because  of  the  current  criti- 
cism of  our  cash  terms  and  undue  emphasis  on  '*  European  long 
credit  terms,"  but  that  manufacturer  does  not  exist,  in  Europe 
any  more  than  in  the  United  States,  who  volunteers  liberal  terms 
to  unknown  customers.  Positively  the  only  safe  way  in  making 
general  quotations,  that  is  in  price  lists  and  circular  letters,  or 
even  in  making  personal  replies  to  inquirers  heard  of  for  the 
first  time,  is  to  demand  cash  payment.  However,  that  demand 
may  just  as  easily  be  made  diplomatically  as  offensively.  But 
the  basis  of  international  trade  is  not  the  cash  payment.  Diplo- 
matic ways  of  proposing  cash-in-advance-of-shipment  payments, 
considerations  affecting  the  extension  of  open  credit  accounts  in 
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foreign  business  and  the  whole  very  important  subject  of  for- 
eign drafts  will  be  studied  in  detail  in  Chapter  XIV. 

"Net"  and  Credit  Terms. — "Net"  always  means,  of  course, 
payment  without  discount.  However,  "cash"  has  different 
meanings  in  different  countries.  In  England  "Terms  Cash" 
means  payment  within  a  day  or  two.  *  *  Ready  Cash ' '  means  pay- 
ment in  five  to  ten  days.  In  France  such  accounts  are  often  due 
on  the  15th  or  the  30th  of  the  month.  Other  terms  relating  to 
payment  are  defined  by  British  authorities,  as  understood  in 
Great  Britain,  as  follows : 

"Two  and  a  half  per  cent,  for  cash"  means  that  such  deduc- 
tion will  be  made  from  invoice  amounts  if  payments  be  made 
within  from  five  to  ten  days.  "One  month's  credit"  in  Eng- 
land usually  means  payment  one  month  after  delivery,  but  in 
many  trades  this  is  accepted  as  meaning  payment  on  the  4th 
of  the  following  month  for  goods  bought  before  the  15th,  and  on 
the  4th  of  the  next  month  but  one  for  goods  bought  after  the 
15th.  "Payment  by  fourteen  days'  draft"  means  payment  by 
a  draft  at  fourteen  days'  date.  The  English  understanding  of 
an  expression  often  used  in  that  country  and  in  some  trade  with 
Europe,  "three  months'  discount  at  5  per  cent.,"  as,  for  exam- 
ple, on  a  bill  of  exchange,  should  be  understood.  The  discount 
rate  is  the  rate  per  annum.  That  discount  on,  say  $100,  would 
be  $1.25. 

Common  German  terms  have  been  "thirty  days  with  2  per 
cent,  discount  or  ninety  days  net."  More  than  2  per  cent,  dis- 
count was  uncommon  in  Germany  as  well  as  in  France,  especially 
on  invoices  to  retailers,  but  a  note  due  ninety  days  after  date  of 
invoice  is  very  common.  Such  a  note  is  enclosed  with  the  in- 
voice and  promptly  returned  by  the  buyer  duly  accepted.  This 
is  regarded  as  a  distinct  advantage  in  the  collection  of  accounts, 
saving  time  and  obviating  friction  with  customers.  A  similar 
settlement  is  also  common  in  Canada.  It  is  a  practice  which 
might  advantageously  be  adopted  by  Americans  who  find  them- 
pelves  obliged  to  do  a  certain  kind  of  open  credit  business  abroad, 
which,  indeed,  will  almost  certainly  be  extended  in  our  domestic 
business  with  the  anticipated  development  of  our  discount  mar- 
kets.  But  open  credits  are  exceptional  in  the  export  trade  and 
pnly  to  be  approved  under  certain  conditions^  as  we  sball  se?, 
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Contrary  to  the  popular  impression  which  has  been  rather 
industriously  cultivated  by  some  of  our  amateur  advisers  as  to 
export  trade,  there  are  undoubtedly  more  credit  reports  on  mer- 
chants throughout  the  world  actually  available  in  the  United 
States  to  our  manufacturers  than  are  to  be  found  in  any  other 
country.  *'Some  manufacturers  who  are  beginners  on  the  ex- 
port trade  appear  to  be  so  elated  over  the  receipt  of  a  foreign 
order  that  they  fill  it  unquestionably,  look  for  settlement  hope- 
fully, and  frequently  have  occasion  to  regard  their  complaisance 
mournfully.  They  overlook  the  fact  that  they  would  have 
scrutinized  an  order  from  a  domestic  customer  very  closely  be- 
fore filling  it.  A  few  experiences  of  this  description  are  apt  to 
prejudice  the  budding  exporter.  'No  more  foreign  business  on 
credit  for  us.  Henceforth  we  get  cash  in  New  York  before  we 
let  the  goods  out  of  our  hands.'  ''  ^ 

Distinction  Between  Foreign  and  Domestic  Bisks. — It  prob- 
ably happens  in  very  few  instances  that  American  manufac- 
turers extend  credit  even  to  domestic  concerns  solely  on  the 
strength  of  agency  reports.  Probably  in  eight  or  nine  out  of 
every  ten  cases  the  manufacturer's  traveling  representative  is 
personally  acquainted  with  the  buyer,  familiar  with  his  estab- 
lishment, his  business,  his  facilities,  his  personal  idiosyncrasies. 
In  the  case  of  foreign  customers  conditions  are  often  precisely 
the  reverse  of  this.  It  is  obviously  one  thing  to  extend  credit 
to  customers  in  the  nited  States  under  the  conditions  outlined 
and  quite  another  thing  to  extend  credit  under  other  conditions 
to  foreign  buyers  about  whose  personality  nothing  whatever  is 
known.  There  are  a  great  many  large*  and  responsible  concerns 
in  all  parts  of  the  world  who  may  safely  be  indulged  with  any 
credit  they  are  likely  to  seek,  but  before  the  extension  of  credit 
of  any  sort  a  very  thorough  investigation  should  be  made  of 
the  record  and  status  of  the  proposed  customer. 

Principles  Ooveming  Foreign  Credits.— The  principles  that 
should  govern  all  export  business  are:  Never  ship  anything 
to  an  unknown  concern  on  terms  that  involve  the  smallest  risk. 
Never  extend  any  credit  favors  to  foreign  concerns  until  their 

^A,  J,  WpJIe  in  Ammcan  Exporter, 
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standing   has    been    investigated    as    thoroughly    as    possible. 

C.O.D.  transactions  with  unknown  foreign  houses  are  thor- 
oughly unsafe.  While  trade  in  a  great  many  other  countries  is 
rightly  characterized  as  much  more  stable  than  is  trade  in  our 
own,  yet  there  are  irresponsible  and  tricky  concerns  in  every 
market.  The  mere  fact  that  a  proposed  buyer  has  an  impressive 
letterhead  and  appears  to  be  a  large  importer  of  goods  is  not  a 
recommendation  to  credit  favors. 

If  the  character  of  foreign  credit  reports  differs  widely  from 
those  we  are  able  to  obtain  about  our  domestic  customers,  yet  the 
foreign  reports  are  quite  as  reliable  and  quite  as  desirable. 

How  Ratings  Can  Be  Obtained. — There  are  but  two  or  three 
rating  books  in  foreign  countries  which  are  available  to  Amer- 
ican manufacturers.  An  ambitious  British  publication  of  this 
sort  which  is  fairly  reliable  but  far  from  comprehensive  is  sold 
to  bankers  only.  On  books  available  in  one  or  two  other  coun- 
tries of  the  world  not  too  much  reliance  can  be  placed,  and 
usually  they  are  chiefly  notable  by  their  omissions.  The  manu- 
facturer cannot  therefore  depend  upon  rating  books  in  any  for- 
eign market.  There  are,  however,  in  all  countries  facilities  for 
obtaining  commercial  reports.  There  are  mercantile  agencies 
and  credit  protection  societies  from  whom  reports  can  be  pur- 
chased, even  by  foreign  houses,  although  sometimes  it  is  neces- 
sary to  subscribe  and  pay  in  advance  for  fifty  or  one  hundred 
inquiry  forms. 

Sundry  trade  associations*  in  the  United  States  and  even  local 
chambers  of  commerce  in  some  of  our  cities  maintain  export  in- 
formation bureaus,  through  which  credit  reports  of  a  sort  are 
often  to  be  had.  The  modern  export  trade  paper  includes  in  its 
''Service''  department  the  supplying  of  credit  information 
about  foreign  concerns,  and  this  is  one  of  the  features  on  which 
special  stress  is  laid,  which  is  available  in  some  cases  without 
charge,  in  others  for  a  nominal  fee. 

Leading  American  commercial  agencies  have  facilities  for  sup- 
plying foreign  reports  also.  The  rating  books  which  they  pub- 
lish covering  the  United  States  also  include  Canada  and  Hawaii, 
a  fact  often  overlooked.  Reports  from  almost  any  market  in 
the  world  may  be  obtained  through  them  and  are  as  reliable  a9 
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any,  but  complaint  has  sometimes  been  heard  of  what  have  been 
regarded  as  rather  high  fees. 

American  consuls  should  never  be  asked  for  reports  on  busi- 
ness houses  in  their  districts,  or  even  for  information  when  local 
concerns  have  ignorantly  mentioned  the  American  consul  as 
one  of  their  references.  The  regulations  of  our  State  Depart- 
ment forbid  our  consuls  to  give  information  of  this  character  or 
to  act  as  references. 

Credit  Advices  from  Banks. — On  the  other  hand,  it  is  quite 
generally  the  practice  for  bankers  in  foreign  countries  engaged 
in  commercial  business  to  respond  to  proper  and  evidently 
legitimate  inquiries  from  manufacturers  in  other  countries  with 
an  opinion,  when  the  subject  of  inquiry  is  located  in  their  own 
cities  and  is  known  to  them.  An  American  manufacturer  may 
address  a  bank  in  the  city  where  a  prospective  customer  is  lo- 
cated, asking  the  bank's  opinion  regarding  that .  prospect  and 
offering  to  pay  the  bank's  customary  fee.  International  reply 
coupon  should  be  enclosed  with  the  application  of  prepay  postage 
on  the  bank's  reply,  and  sometimes  such  banks  will  send  a  debit 
note  for  a  nominal  amount  as  its  charge  for  supplying  the  in- 
formation. When  such  a  charge  is  made  it  must,  of  course,  be 
immediately  liquidated  by  the  manufacturer,  who  should  return 
post  oflSce  money  order  or  bank  draft  or  other  funds  current  in 
the  country  in  question.  A  better  way  of  seeking  bank  informa- 
tion is,  instead  of  writing  directly,  to  request  one's, own  domestic 
banker  to  make  the  enquiry  of  the  foreign  bank.  Many  British 
and  Colonial  banks  insist  upon  this  procedure. 

Such  bankers'  opinions  are  highly  desirable,  even  though 
other  reports  received  may  apparently  be  founded  upon  these 
same  opinions.  As  many  sources  as  possible  of  information 
about  foreign  credit  risks  should  always  be  consulted  in  order 
to  balance  opinions  against  each  other.  If  two  or  three  bankers' 
opinions  are  to  be  had,  as  many  should  be  sought,  because  the 
prospect  may  be  regarded  by  different  bankers  in  his  market  in 
quite  diflPerent  lights. 

Foreign  exchange  bankers  in  New  York  City  through  whom 
manufacturers  may  be  accustomed  to  negotiate  their  foreign 
drafts  may  sometimes  have  on  file  information  about  the  leading 
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houses  in  those  foreign  markets  where  they  do  an  especially  large 
business.  The  New  York  branches  of  banks  established  in  for- 
eign countries  almost  always  have  files  of  duplicates  or  resumes 
of  reports  collected  by  their  foreign  houses  about  business  con- 
cerns in  each  district  where  they  are  located.  These  bankers  are 
also  in  a  position  to  cable  abroad  for  information  about  given 
foreign  houses  when  that  information  is  urgently  required,  re- 
ceiving a  reply  by  cable.  This  is  usually  an  expensive  procedure 
for  the  manufacturer,  seldom  worth  while  except  as  to  inquiries 
covering  proposed  transactions  of  considerable  moment.  The 
information  received  by  cable  is  sure  to  be  brief  although  to  the 
point,  and  is  of  course  confirmed  by  later  letter.  Naturally  all 
banks,  American  or  foreign,  in  giving  information  to  manu- 
facturers are  prompted  by  the  hope  or  expectation  that  the 
manufacturer  who  contemplates  the  business  about  which  he  in- 
quires will  pass  his  drafts  or  other  collection  papers  through 
them. 

It  should  further  be  noted  that  by  no  means  all  foreign  banks 
are  willing  to  give  credit  information  regarding  concerns  in  their 
localities.  Government  banks,  the  Bank  of  England,  the  Reichs- 
bank  of  Germany,  the  State  Bank  of  Russia,  the  Banco  de 
Espana  and  similar  institutions  in  other  countries  are  not  al- 
lowed to  give  ''opinions."  Savings  banks  and  agricultural  loan 
banks  are  not  suitable  sources  for  reports  of  this  sort. 

Time  Available  for  Investigating  Credits. — ^Almost  always 
the  manufacturer  has  ample  time  for  making  the  necessary  in- 
vestigation regarding  the  standing  and  character  of  his  foreign 
prospects.  Perhaps  rarely  does  an  order  instantly  follow  the 
receipt  of  catalogue  and  quotations.  Negotiations  of  one  sort  or 
another  almost  invariably  intervene,  allowing  ample  time  for 
credit  investigation.  If  orders  do  promptly  follow  the  receipt  of 
prices,  they  are  usually  for  samples  only  and  seldom  involve  any 
large  sum  of  money.  If  terms  for  first  orders  or  sample  orders 
have  been  carefully  specified  by  the  manufacturer  in  soliciting 
business  from  foreign  prospects,  such  first  orders  should  in- 
variably be  placed  in  accordance  with  the  manufacturer's  terms. 
Initial  orders  of  large  value  from  new  customers  almost  without 
exception  involve  and  presuppose  the  exchange  of  s^v^rfU  letters 
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back  and  forth  in  which  prices,  qualities,  references  and  terms 
are  argued,  and  explanations  given. 

''Personal  Statements"  Abroad.— Personal  statements  are 
unusual  in  foreign  countries.  They  ought  seldom  if  ever  to  be 
asked  for.  In  Latin  America  a  request  for  such  a  statement  is 
quite  often  regarded  as  an  insult;  so,  too,  in  the  Orient.  In 
both  instances,  when  such  a  statement  is  made  too  much  credence 
should  not  be  placed  in  it.  Foreign  business  men  have  not  been 
''educated  up"  to  making  personal  statements  as  have  we  in  the 
United  States. 

Character  of  Foreign  Ratings. — The  criticism  is  often  made 
that  reports  on  foreign  business  houses  are  not  comprehensive 
and  detailed,  that  they  lack  definite  data.  On  the  other  hand  it 
seems  probable  that  our  American  commercial  reports  are  sadly 
overloaded  with  detail.  The  value  of  a  risk's  office  furniture 
really  has  little  bearing  on  our  disposition  tc  extend  him  credit 
for  large  sums  of  money.  In  some  other  countries  similarly  use- 
less details  are  sometimes  offered,  including  the  personal  char- 
acter of  a  risk's  brother-in-law  and  his  family  connections. 
Such  details  which  characterize  reports  in  certain  European 
countries  are  matched  by  others  of  varying  description  in  reports 
from  other  parts  of  the  world.  If  the  brevity  of  foreign  reports 
is  sometimes  criticized,  it  must  be  confessed,  that  as  a  rule,  they 
give  the  essential  information  which  is  required,  namely,  the 
general  trade  reputation  of  the  risk,  whether  he  is  old  or  new, 
small  or  large. 

Usually  a  good  deal  can  be  accomplished  towards  securing 
specific  information  if  the  manufacturer's  inquiry  itself  be 
specific.  Thus,  instead,  merely  of  inquiring  for  "a  report"  on 
So-and-So,  if  the  request  be  as  to  the  advisability  of  extending 
credit  up  to  a  certain  given  limit,  $500,  or  $5,000,  as  the  case  may 
be,  on  stated  terms,  sight  draft,  ninety  days'  acceptance,  or 
what-not,  the  reply  received  is  almost  certain  to  say  "Yes"  or 
"No"  in  direct  answer  to  such  inquiries.  This  is  a  distinguish- 
ing characteristic  of  foreign  credit  reports  as  compared  with 
American. 

Essentials  in  Foreign  Ratings. — In  principle  the  main  con- 
sideration that  establishes  the  credit  of  an  importer  in  any  f  or- 
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eign  country  is  his  general  trade  reputation  and  the  fashion  in 
which  he  meets  the  foreign  drafts  that  are  continually  being 
drawn  upon  him,  not  only  by  manufacturers  of  the  United 
States  but  by  manufacturers  in  England  and  all  other  countries 
with  which  he  does  business.  When  a  manufacturer  learns  that 
the  prospect  has  been  in  business  for  twenty  years  or  fifty  years, 
does  a  large  business,  and  has  invariably  maintained  an  un- 
blemished reputation  for  taking  care  of  his  foreign  obligations, 
that  is  really  all  that  is  essential  for  him  to  know.  If,  on  the 
other  hand,  the  prospect  is  reported  to  be  just  established  in 
business,  then  much  greater  detail  is  to  be  sought.  Yet  in  many 
countries  it  is  not  so  easy  for  a  man  to  set  himself  up  in  or  to  go 
out  of  business  as  it  is  in  the  United  States.  A  good  many 
formalities  have  to  be  complied  with,  and  business  houses,  as  has 
been  remarked,  are  often  of  much  more  stable  character  than  is 
the  rule  here  at  home.  While  this  may  influence  to  some  extent 
the  general  conduct  of  business,  yet  it  by  no  means  forms  a 
serious  part  of  the  credit  question  as  affecting  a  specific  concern. 

Regulation  of  Business  Houses  Abroad.— In  every  country  of 
Europe,  except  Great  Britain,  the  keeping  of  accounts  is  com- 
pulsory. Every  trader  is  compelled  by  law  to  keep  certain  pre- 
scribed books  and  the  statements  frequently  encountered  in  Eng- 
lish bankruptcy  courts,  '*the  debtor  kept  no  books,''  is  unknown 
on  the  Continent. 

In  many  countries  of  the  Continent  the  law  specifically  de- 
scribes the  nature  of  the  account  books  to  be  kept,  some  of  which 
must  be  bound,  the  pages  have  consecutive  numbers,  no  entry  to 
be  rendered  illegible  by  striking  it  through,  nor  any  entry  to  be 
erased.  In  some  countries  business  men  must  retain  their  books 
ten  years  from  the  date  of  the  last  entry.  Some  books  have  to  be 
stamped  and  initialed  at  stated  intervals  by  duly  appointed 
authorities. 

In  most  of  the  countries  of  Europe  and  Latin  America  every 
firm  or  business  house  has  to  be  registered,  much  after  the  fashion 
in  which  corporations  or  limited  companies  have  to  be  registered 
in  the  United  Kingdom  or  the  United  States.  Not  only  the  name 
and  nature  of  the  firm  must  be  entered  in  the  ofiicial  register  but 
also  the  names  of  each  partner,  each  partner  and  employee  en- 
titled to  sign  the  firm's  name,  the  opening  of  a  branch  in  another 
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locality,  etc.  A  specimen  of  the  signature  of  the  firm  and  of 
each  person  entitled  to  sign  for  it  under  power  of  attorney  has 
also  to  be  registered,  and  any  change  in  the  firm,  such  as  the 
death  of  one  of  the  members  or  the  entry  of  another  partner, 
the  sale  or  discontinuance  of  the  business,  has  to  be  notified  im- 
mediately and  be  published  in  the  local  newspapers.  As  a  result 
if  one  wishes  to  find  out  who  are  the  real  proprietors  of  a  certain 
business,  it  is  quite  an  easy  matter,  as  well  as  the  obtaining  of  an 
extract  from  the  entry  regarding  any  particular  firm. 

Reliability  of  Foreign  Ratings.— Some  variation  in  the  re- 
liability of  reports  received  from  certain  foreign  countries  is  to 
be  noted.  Generally  reports  from  the  United  Kingdom,  France, 
Germany,  Austria-Hungary,  Australia,  South  Africa,  China  and 
Japan,  Cuba,  Mexico  and  possibly  from  South  America  are  to  be 
regarded  as  reliable.  Reports  on  concerns  in  the  smaller  com- 
munities of  Latin  American  countries,  and  on  native  Indian 
firms  in  British  India,  etc.,  are  not  always  so  dependable,  and 
usually  lack  the  definite  particulars  which  we  think  necessary. 

Similarly  even  bank  opinions  may  be  modified  by  the  character 
of  the  operations  of  some  banks.  Thus  there  are  in  British 
India  certain  institutions  established  by  and  for  Indian  mer- 
chants, which  will  always  give  a  far  more  flattering  report  on  a 
native  house  than  will  the  branches  of  strictly  European  banks 
located  in  India.  This  is  true  also  of  certain  banks  in  the  Balkan 
states,  in  Turkey  and  in  Egypt. 

References  of  Foregn  Merchants. — The  receipt  of  an  order 
from  a  previously  unknown  concern  unaccompanied  by  references 
of  any  sort  usually  arouses  suspicion  from  that  very  fact.  How- 
ever, it  sometimes  happens  that  really  desirable  customers  proffer 
orders  in  such  fashion,  though  seldom  involving  large  amounts. 
A  good  many  foreign  houses  prefer  not  to  give  the  names  of  any 
references  until  they  are  requested.  Large  concerns  may  hesi- 
tate to  give  any  one  as  a  reference  just  as  they,  themselves,  pre- 
fer not  to  have  the  annoyance,  and  what  they  sometimes  regard 
as  the  responsibility,  of  acting  as  reference  for  others.  Con- 
siderations affecting  references  given  by  merchants  and  their  in- 
vestigation are  much  the  same  as  those  we  have  reviewed  in  the 
last  chapter,  in  connection  with  foreign  agents. 

Common  phraseology  in  applying  to  European  concerns  whose 
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names  have  been  given  by  a  prospective  cnstomer  as  references 
may  read:  ''We  are  considering  a  business  proposal  from 
Messrs. of who  have  referred  us  to  you  for  informa- 
tion as  to  their  record  in  meeting  obligations,  etc. — We  shall 
esteem  it  a  favor  if  you  will  kindly  inform  us  in  confidence 
whether  this  is  a  firm  with  whom  you  could  recommend  us  to 
open  up  business,  whether  they  are  sound  financially  and  whether 
they  have  a  reputation  for  honorably  carrying  out  their  ob- 
ligations." 

A  typical  English  reply  to  such  an  inquiry  might  read :  **  We 
have  known  Messrs.  Blank  for  many  years.  Their  financial  posi- 
tion is  quite  sound  and  they  have  always  enjoyed  a  reputation 
for  carrying  out  their  obligations  in  a  straightforward  and  hon- 
orable manner." 

Such  a  report  as  this  would  be  regarded  by  au  Englishman  as 
thoroughly  satisfactory  and  upon  obtaining  such  informaticm 
business  would  be  undertaken  without  hesitation. 

Keep  Ratings  Up  to  Date. — It  is  too  frequently  the  custom, 
once  having  obtained  information  about  a  foreign  customer,  to 
regard  it  as  good  indefinitely.  In  spite  of  the  greater  stability 
of  business  concerns  in  other  countries  to  which  reference  -has 
already  been  made,  changes  frequently  do  occur  and  var3ring 
conditions  may  effect  the  standing  of  customers  abroad  as  well 
as  at  home.  No  credit  report  should  therefore  be  regarded  as 
applying  for  more  than  a  year,  unless  meanwhile  confirmed  by 
fresh  information.  Thus,  no  matter  what  a  manufacturer's  busi- 
ness experience  with  a  particular  customer  may  be,  no  matter 
if  transactions  have  been  numerous,  and  contracts  have  one  and 
all  been  satisfactorily  settled,  none  the  less  fresh  information 
ought  to  be  sought  at  least  once  a  year,  especially  as  in  the  lapse 
of  that  time  new  sources  of  information  about  the  risk  will 
almost  certainly  have  come  to  the  manufacturer's  knowledge. 
Credit  files  should  be  kept  strictly  up-to-date,  not  only  by  secur- 
ing annual  confirmation  of  previous  opinions,  but  by  utilizing 
every  opportunity  for  obtaining  information  from  new  sources, 
and  as  promptly  as  it  suggests  itself.  In  an  early  chapter  co- 
operation between  export  managers  was  urged.  In  no  other 
particular  is  it  likely  to  be  more  profitable  than  in  an  exchange 
of  credit  opinions. 
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AGOEPTANGE  OF  OBDEBS 

Greater  formality  in  business,  greater  importance  attached  to 
orders  and  to  samples  in  other  countries,  are  features  of  export 
trading  which  have  already  been  pointed  out.  Usually  in  for- 
eign countries  an  order  is  signed  by  both  parties  and  becomes  a 
contract.  If  there  are  some  loose  practices  in  this  connection 
here  at  home  in  the  United  States,  they  must  be  remedied  in  our 
foreign  relations.  First,  for  his  own  sake,  for  the  sake  of  his 
neighbors  and  for  American  commerce  as  a  whole,  the  manu- 
facturer must  invariably  and  without  exception  stick  to  his  word. 
When  he  accepts  an  order  he  signs  a  contract. 

Ouess  Work  Barred. — Every  order  upon  its  receipt  should  be 
minutely  examined,  and  if  doubtful  points  are  involved  the 
whole  order,  or  at  least  those  points  about  which  there  is  doubt, 
should  be  held  up  until  a  mutual  understanding  has  been  arrived 
at  with  the  customer.  It  is  far  better  to  refuse  an  order  than 
to  execute  it  to  the  dissatisfaction  of  a  customer. 

Importers  in  other  countries  would,  as  a  rule,  much  prefer  to 
wait  for  their  goods  rather  than  have  the  manufacturer  guess  at 
doubtful  features,  and  guess  wrong.  Cable  request  for  correc- 
tion or  explanation  may  sometimes  be  made.  Time  may  be  suf- 
ficient, in  referring  doubtful  points  back  to  customers,  for  trans- 
mission by  correspondence  of  the  points  at  issue,  fully  stated  in 
the  simplest  and  clearest  language,  requesting  a  '*Yes"  or  **No" 
by  cablegram  upon  receipt  of  the  explanation.  If  one  or  two 
items  are  not  clear  but  goods  have  been  bought  before  by  the 
same  customer,  then  it  may  be  possible  for  the  manufacturer  to 
assume  that  the  same  things  are  wanted  again,  but  any  assump- 
tion on  the  manufacturer's  part  is  usually  likely  to  result  in  com- 
plaints from  his  customers. 

Needless  to  say  exact  compliance  with  each  and  every  word 
of  an  order  and  exact  performance  of  all  its  terms  are  indis- 
pensable to  success  in  export  trade.  No  substitutions  must  ever 
be  made,  no  novelties  or  improvements  introduced,  without  first 
having  received  the  customer's  permission  and  approval.  Even 
old-style  packages  must  not  be  changed  to  what  recommend  them- 
selves to  the  manufacturer  as  better  or  handsomer  packages. 
The  manufacturer  cannot  tell  what  features  of  his  goods  or  their 
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packing  may  have  been  the  very  features  that  particularly  recom- 
mended them  to  his  foreign  trade.  What  here  at  home  may 
be  regarded  as  an  improvement  may  not  appeal  to  foreign  buyers. 

Hence,  if  something  new  and  improved  has  been  brought  out 
since  the  receipt  by  one's  customers  of  previous  shipments  or  of 
samples,  then  the  goods  ordered  should  be  supplied  exactly 
identical  with  former  goods  or  exactly  like  samples.  Meanwhile 
the  customer  may  be  advised  of  changes  which  have  been  intro- 
duced and  his  permission  solicited  to  ship  in  future  the  newer 
goods  in  place  of  the  old  styles.  When  future  orders  are  antici- 
pated from  established  customers  it  is  often  a  good  plan  to  ship 
along  with  the  order  for  old-style  goods  a  sample  of  the  improved 
product,  even  if  it  has  to  be  charged  for,  politely  assuming  in  the 
accompanying  correspondence  that  the  customer  will  be  glad  to 
have  this  done,  as  he  will  undoubtedly  approve  of  the  newer 
goods.  But  this  again  is  a  liberty  which  should  not  always  be 
taken.  The  American  manufacturer  should  avoid  the  possi- 
bility of  giving  an  impression  that  he  is  trying  to  force  anything 
on  his  customers. 

Engagements  Undertaken. — In  principle  a  manufacturer  or 
an  exporter  is  bound  by  the  action  of  his  foreign  agent,  provid- 
ing the  latter  has  not  transgressed  specific  instructions  and  the 
written  authority  given  him.  If  the  agent  has  transgressed  such 
authority  he  alone  is  responsible  and  cannot  pass  such  responsi- 
bility or  even  loss  over  to  his  principal  in  this  country. 

It  should  be  borne  in  mind  in  accepting  orders,  that  is  in 
making  contracts  for  the  supply  of  goods,  that  unless  such  con- 
tracts specifically  exempt  the  shipper  from  the  effects  of  con- 
tingencies beyond  his  control,  then  he  may  be  held  by  the  courts 
of  this  country  and  of  England  for  breach  of  contract  This 
point  came  up  frequently  after  the  outbreak  of  the  war  in 
Europe.  Many  contracts  did  not  provide  exception  due  to  farce 
majeure,  a  French  term  meaning  a  force  that  is  practically  irre- 
sistible by  the  individual.  A  great  war  might  be  regarded  as  a 
contingency  beyond  the  seller's  control,  or,  as  defined  by  the 
courts,  **a  fortuitous  event  which  comes  without  design,  fore- 
sight or  expectation."  But  in  the  United  States  and  England 
practice  differs  from  that  of  European  countries  generally. 

In  this  country  and  in  Great  Britain  the  seller  is  not  exempt 
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from  liability  to  carry  out  his  contract  and  he  is  bound  to  ship 
the  goods,  cost  what  it  may — or  pay  penalty  for  not  shipping — 
if  no  provision  has  been  embodied  in  his  contract  to  cover  the 
event  of  force  majeure.  In  the  continental  countries  of  Europe, 
however,  an  opposite  view  is  taken  and  the  existence  of  a  state 
of  war  would  probably  be  accepted  as  a  sufficient  excuse  for  fail- 
ure to  carry  out  contracts  made  in  such  countries. 

Adherence  to  Shipment  Dates. — Strictest  attention  must  be 
paid  to  the  date  when  the  order  is  to  be  shipped.  **  Shipment  in 
July"  means  shipment  during  the  course  of  that  month,  and  if  a 
bill  of  lading  is  dated  August  instead  of  July  serious  trouble 
may  follow.  If  no  suitable  steamer  is  sailing  for  the  desired 
port  during  the  month  of  July  then  the  order  should  be  held 
until  a  statement  of  the  facts  is  put  before  the  customer  and  his 
authority  received  to  make  August  instead  of  July  shipment. 
The  date  of  the  bill  of  lading  is  usually  taken  as  the  shipment 
date.  Great  care  must  therefore  be  taken  to  have  this  document 
dated  within  the  prescribed  time;  sometimes,  but  not  always,  it 
is  possible  to  have  a  bill  of  lading  dated  in  advance  of  the  actufid 
sailing  day  of  the  steamer. 

In  probably  no  country  in  the  world  is  greater  importance 
attached  to  the  date  of  shipment  than  in  India  where  the  native 
houses  especially  are  very  particular  on  this  point.  No  goods 
which  are  in  any  way  late  may  safely  be  shipped  without  special 
permission  to  do  so  having  been  obtained  from  the  dealer.  There 
are  local,  formal  regulations  well  recognized  in  India  for  dealing 
with  the  questions  of  cancellations  and  allowances  in  the  event 
of  goods  being  late  shipped. 

Form  of  Order  Acceptance. — Just  as  a  formal  printed  quo- 
tation blank  has  been  recommended,  so  too  a  form  for  the  accept- 
ance of  orders  is  to  be  advised.  To  avoid  any  misunderstanding 
such  an  acceptance  of  order,  or  contract  note,  should  repeat  the 
same  details  as  those  included  in  the  order  itself  with  exact 
specification  of  the  goods,  their  prices,  discounts,  terms  of  pay- 
ment, delivery,  etc.  The  printed  post-card  acknowledgment  of 
order,  so  frequent  in  this  country,  is  another  of  our  rather  loose 
business  practices  which  should  not  be  carried  into  our  foreign 
trade.^ 

1  During  the  late  wjir,  before  an  order  was  even  accepted,  or  preparations 
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As  we  have  noted,  quotation  forms  should  give  warning  that 
unless  specific  instructions  are  received  as  to  shipping  routes, 
manner  of  packing,  amount  and  kind  of  marine  insurance, 
fashion  in  which  consular  declarations  must  be  made  and  other 
similar  details,  the  manufacturer  will  follow  his  established  prac- 
tices, use  his  best  judgment,  and  no  responsibility  is  in  such  cases 
to  attach  to  him.  The  same  warning  may  be  repeated  in  the  ac- 
ceptance of  orders  when  no  advices  or  instructions  have  been  re- 
ceived from  customers  in  such  regard.  Of  course  when  special 
instructions  have  been  given,  they  must  be  followed  to  the  letter. 
This  is,  perhaps,  the  one  invariable  rule  in  all  export  business. 

MAKING  THE  OOODS 

From  start  to  finish,  in  every  factory  operation,  export  goods 
should  receive  special  attention.  This  need  not  imply  increased 
cost  of  production,  for  systems  may  easily  be  introduced  which 
will  automatically  ensure  due  attention  to  the  details  required  in 
preparing  goods  for  foreign  markets.  If  increased  cost  is  neces- 
sitated, then  sfuitably  increased  prices  should  be  made,  for  ex- 
port trade  is  not  desirable  to  any  one  unless  it  is  profitable. 

The  rule  should  be  to  supply  goods  better,  if  anything,  for 
export  trade  than  those  usually  shipped  on  domestic  orders.  At 
any  rate,  more  attention  should  usually  be  given  to  the  finish  of 

were  made  to  manufacture  or  prepare  goods  for  Bhipment,  it  had  first  to  be 
ascertained  if  the  proposed  customer  were  Matinfactory  to  the  competent  Qov- 
emment  authorities.  The  European  war  developed  the  necessity  of  securing 
Twitters  of  Assurance  from  the  British  government  for  shipments  destined 
for  the  neutral  countries  of  northern  Europe.  Many  countries  of  the  world 
put  into  effect  export  and  import  embargoes,  or  prohibitions,  which  made 
it  necessary  for  American  shippers  to  secure  from  their  customers  in  such 
foreign  markets  licenses  from  their  own  government  officials  to  import 
the  required  goods  before  those  goods  could  be  shipped  from  here.  The 
American  government  itself  instituted  a  system  of  licenses  for  exports  ap- 
plying to  almost  every  kind  of  merchandise,  and  the  granting  of  such  li- 
censes, in  many  instances,  depended  upon  the  nationality  or  the  character  of 
the  consignee  as  determined  under  our  "Trading  With  the  Enemy  Act." 
Details  of  export  licenses,  import  and  export  permits,  priority  certificates 
and  numerous  other  complexities  and  complications  were  in  a  constant  state 
of  fiux  varying  from  month  to  month,  almost  from  week  to  week.  Large 
and  elaborate  bureaus  created  at  Washington  with  branches  in  New  York 
and  other  cities  handled  the  tremendous  volume  of  business  required  by  the 
necessary  war  time  formalities.  Such  officials  formed  the  court  of  last  re- 
sort and  all  shippers  were  obliged  to  keep  in  constant  touch  with  them. 
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export  goods  and  to  their  fittings.  These  are  features  which 
make  the  first  impression  on  foreign  buyers  when  they  open  the 
cases  and  inspect  their  purchases,  the  first  things  that  commend 
goods  not  only  to  our  buyers  but,  in  turn,  to  their  customers. 
By  this  is  not  meant  that  any  effort  should  be  made  to  imitate 
certain  notorious  practices  in  disguising  cheap  goods  to  look  like 
goods  of  better  qualities.  However,  here  in  the  United  States, 
we  are  accustomed  to  put  up  with  a  great  many  crude  and 
roughly  finished  goods  which  are  not  desirable  at  all,  at  any 
price,  in  other  countries — ^no  matter  what  their  intrinsic  qualities. 

Export  Goods  in  the  Factory. — Details  of  the  manufacturing 
processes  involved  in  innumerable  trades  certainly  cannot  be  here 
considered.  Very  often  goods  as  regularly  made  for  the  home 
trade  will  be  suitable  in  all  respects  for  foreign  trade;  in  more 
instances  little  touches  of  one  sort  or  another  are  required  as 
export  goods  go  through  the  factory  which  must  have  the  manu- 
facturer's interested  attention.  It  may,  for  example,  be  neces- 
sary that  goods  be  dried  in  exceptionally  thorough  fashion  in 
order  that  they  do  not  sweat,  or  disintegrate,  or  separate,  when 
shipped  to  hot  and  damp  climates  or  even  when  merely  passing 
through  hundreds  or  thousands  of  miles  of  moist  sea  air.  Var- 
nish or  enamel  must  be  especially  hardened.  Now  and  then  some 
small  processes  must  be  performed  in  a  special  way.  These  are 
all  details  as  to  which  no  one  not  intimately  concerned  in  the 
trade  affected  can  possibly  instruct. 

Usually  an  order  that  is  to  be  manufactured  for  export,  before 
it  goes  to  the  factory,  should  be  designated  in  some  conspicuous 
fashion  ** Export  Order,"  and  tickets  attached  to  raw  mate- 
rials or  the  goods  in  process  of  manufacture  should  similarly  be 
conspicuously  labeled  ** Export"  in  one  fashion  or  another,  some- 
times by  special  tickets  of  red  or  some  other  color.  Goods  to 
be  taken  from  stock  should  be  picked  out  by  employees  who 
handle  no  other  than  export  business,  or  by  those  who  have  given 
special  attention  to  such  work  in  connection  with  their  regular 
duties. 

When  it  comes  to  the  packing  department  unusual  attention 
is  vitally  necessary.  Packing  instructions  as  received  from 
abroad  must  be  followed  to  the  letter.  If  no  instructions  have 
been  received,  then  the  greatest  care  and  discretion  must  be  exer- 
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cised,  the  practice  of  other  and  more  experienced  manufacturers 
learned  and  followed,  or  new  methods  based  on  a  thorough  study 
of  actual  conditions  be  inaugurated. 

Grading  GkxKls. — ^Foreign  customers  seldom  understand,  until 
they  have  had  experience  with  them,  the  manner  in  which  some 
American  goods  are  graded  as  to  quality,  price,  etc.  The 
various  ** selections"  of  upper 'leather3  for  size  coupled  with 
quality,  texture,  blemishes,  etc.,  each  supplied  in  several  thick- 
nesses or  weights,  are  a  great  puzzle  to  many  new  possible  buyers 
of  such  leather  even  though  they  may  have  been  obtaining  the 
very  same  goods  from  French,  Qerman  or  English  wholesale 
dealers  in  American  leathers.  These  wholesalers  buy  assort- 
ments as  we  market  them  but  make  a  very  much  closer  selection 
for  re-sale  and  charge  their  customers  accordingly.  A  good 
many  American  tanners  have  learned  to  follow  the  European 
example  in  selecting  their  export  goods  for  new  and  inexpe- 
rienced buyers. 

Foreigners  offer  a  great  deal  of  criticism  at  the  fashion  in 
which  we  pack  our  barrels  of  apples  for  export.  They  expect 
apples  to  run  uniform  through  the  barrel  from  head  to  bottom. 
In  all  such  instances  it  is  wise  to  meet  foreign  expectations,  even 
if  it  is  necessary  to  charge  increased  prices.  Although  the  price 
may  look  large  at  first,  explanation  and  later  demonstration  are 
certain  to  win  the  best  sort  of  trade,  the  trade  that  stays. 

Marks  of  Origin  and  Labels. — Although  not  always  neces- 
sary, it  will  never  be  a  mistake  to  stamp  all  export  goods,  **Made 
in  U.  S.  A."  Regulations  affecting  goods  of  different  sorts  in 
many  countries  of  the  world  are  so  many  and  complicated  that  a 
whole  book  and  a  large  one  would  be  required  to  explain  them  in 
detail.  All  labels  and  descriptions  of  goods  must  be  full  and 
accurate.  The  United  States  is  only  one  among  many  countries 
where  *'Pure  Goods  Laws''  are  in  effect.  Australia  is  par- 
ticularly strenuous  in  its  requirements  as  to  stamping,  descrip- 
tions, etc.  A  piece  of  jewelry  is  not  to  be  called  merely  **gold,'' 
but  it  must  be  labeled  **14-carat  gold,"  12-carat,  or  18-carat,  or 
whatever  it  may  be,  '* rolled  gold,"  **gilt,"  etc. 

Goods  for  France  must  not  be  stamped  *' J.  Smith  &  Son,  New 
York  and  Paris."  That  would  be  held  as  an  infringement  of 
the  French  law,  designed  possibly  to  mislead  Frenchmen  into  the 
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belief  that  the  articles  were  made  in  France.  Similarly  as  to  the 
fashion  of  marking  goods  with  French  words — ^^L'ldeal/'  ^'La 
Rapide/^  etc.,  are  regarded  in  France,  when  used  without  any 
additional  designation  in  a  foreign  language,  as  giving  an  impres- 
sion that  the  product  is  French  and  hence  likely  to  deceive  the 
customer. 

No  established  American  practices  in  common  vogue  are  likely 
to  cause  trouble  in  any  foreign  country.  The  situation  simply  is 
that  so  far  as  marks  on  the  goods  themselves  or  their  immediate 
packing  are  concerned,  inquiry  should  be  made  when  customary 
legends  employed  on  domestic  goods  are  not  quite  exact  or  are 
elaborate  or  unusual.  So  far  as  descriptions  of  goods  are  con- 
cerned, if  they  are  simple  and  honest  as  well  as  complete,  no 
trouble  is  likely  to  ensue  anywhere.  Special  instructions  for  in- 
voicing and  other  similar  purposes  ought  always  to  be  given  by 
buyers  when  placing  orders,  otherwise  penalties  that  may  be 
incurred  are  for  the  buyer's  and  not  the  seller's  account,  al- 
though the  seller,  in  the  interest  of  harmony  and  mutual  profit 
should  always  specifically  enquire  for  instructions.  In  seeking 
information  for  his  own  benefit  the  seller  may  consult  the  tariff 
laws,  etc.  of  the  country  of  destination,  applying  to  the  nearest 
consul  in  the  United  States  of  that  country,  or  the  Bureau  of 
Foreign  and  Domestic  Commerce,  Department  of  Commerce,  or 
(as  concerns  Latin  American  markets)  the  Pan-American  Union, 
Washington. 

Certain  special  requirements  for  British  India  may  be  learned 
from  the  Merchandise  Marks  Act  of  that  Empire  to  be  found  in 
a  monograph  in  India  known  as  Special  Consular  Reports  No. 
72,  to  be  obtained  from  the  Bureau  of  Foreign  and  Domestic 
Commerce. 
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CHAPTER  XI 

PSEPASINO  SHIPMENTS 

Haw  Steamer  Differ  from  Rail  Shipments — How  Cargo  Is 
Loaded  on  Board  Steamships,  Unloaded  and  Transshipped — 
Packing  Required  for  Adequate  Protection  of  Goods — The 
Packing  Which  Is  Sometimes  Desirable  on  Account  of  Local 
Foreign  Conditions — How  Export  Weights  and  Measurements 
Are  Calculated — Marks  and  Addresses  on  Packages  for  For- 
eign Shipment — Making  Export  Invoices. 

FEW  of  our  export  advisers  have  failed  to  include  in  their 
speeches  and  writings  a  tirade  against  American  manu- 
facturers for  amateurish  and  grossly  inadequate  packing 
of  export  goods.  The  present  writer  takes  some  pride  in  never 
having  joined  in  this  hue  and  cry  for  he  has  long  been  con- 
vinced that  the  great  bulk  of  American  exports  are  well  and 
properly  packed,  in  spite  of  many  glaring  examples  of  how  not 
to  do  it.  A  good  deal  of  criticism  that  has  been  offered  has  cer- 
tainly been  based  on  insufficient  premises.  A  single  wretchedly, 
ignorantly  packed  case  of  envelopes  for  Ecuador  is  to  be  con- 
trasted with  hundreds  of  cases  of  magnificently  packed  sewing 
machines,  typewriters,  cash  registers  for  the  same  destination. 
Moreover,  our  manufacturers  are  not  the  only  offenders.  By  one 
mail  the  American  Exporter  receives  photographs  of  a  case  of 
lawn  mowers  from  the  United  States  received  in  '*  kindling 
wood"  at  Manila,  the  proprietor  of  the  shop  standing  by  with 
hands  stretched  out  in  protest  to  heaven ;  by  another,  photographs 
of  a  shipment  of  printing  machinery  received  from  Germany  by 
a  newspaper  publisher  in  South  America,  the  cases  smashed,  the 
contents  lost  or  broken. 

Much  American  Packing  Excellent. — Criticism  of  some  of 
our  export  packing  is  emphatically  necessary.  There  are  many, 
a  great  many,  outrageous,  inexcusable  examples  of  the  grossest 
ignorance  and  Qar^lei9^ess,  yet  there  is  certainly  too  little  ap- 
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preciation  of  the  unusually  fine  packing  which  characterizes 
our  largest  and  most  experienced  shippers.  Certainly  in  many 
lines  American  packing  sets  an  example  to  all  the  world,  has  in 
fact  been  used  as  an  example  to  German  manufacturers  by  ad- 
visers in  that  country.  Thus  we  find  in  **  Export  Technik,"  a 
standard  text-book  in  German  commercial  schools,  by  Robert 
Stem,  professor  in  the  Commercial  High  School  of  Leipsig: 
**Very  especially  are  the  manufacturers  of  the  United  States 
notable  for  their  appropriate  and  adequate  packing  of  small 
articles,  particularly  hardware.  Even  in  their  larger  cases,  the 
neat  and  attractive  packages  of  American  manufacturers  are 
immediately  to  be  distinguished  from  others." 

So,  too,  British  experts  have  advised  British  manufacturers 
that  Americans  in  shipping  to  Australasia  overcome  tariff  prefer- 
ences in  favor  of  some  British  goods  by  a  saving  of  25  per  cent, 
or  30  per  cent,  in  freight  charges  through  lower  freight  rates 
and  the  more  scientific  packing  of  American  goods.  It  is  notable 
that  the  greater  part  of  the  criticism  of  American  packing  comes 
from  Latin  America.  Europe  seems  to  be  satisfied  with  our 
methods,  perhaps  because  the  trade  of  Europe  is  largely  carried 
on  by  older,  more  experienced  shippers  on  a  bigger  scale,  more 
likely  because  conditions  in  handling  shipments  are  simpler  and 
more  modern.^ 

If  experienced  exporters  long  ago  learned  how  to  ship  their 
goods  in  the  most  satisfactory  way,  the  beginner  must  under- 
stand the  principles  involved,  so  radically  different  in  ocean  than 
in  rail  transportation — ^must,  as  soon  as  he  can,  learn  a  never-to- 
be-forgotten  lesson  of  what  ocean  shipping,  loading,  carriage, 
landing,  mean. 

STEAMER  SHIPMENTS  DIFFEB  FROM  RAIL 

Any  one  who  has  ever  traveled  by  an  ocean  steamer  and 

1  In  this  connection,  note  the  remarks  of  Professor  Cherington  of  the 
Harvard  Graduate  School  of  Business  Administration:  "There  is  plenty 
of  evidence  that  in  some  respects  American  manufacturers  are  the  cleverest 
packers  in  the  world.  The  chief  complaints  from  Latin  American  markets 
on  this  score  seem  to  grow  otft  of  the  fact  that  the  handling  conditions  in 
many  of  those  countries  are  such  that  the  packages  sent  there  must  be 
individual  products  of  the  packer's  craft  and  not  the  output  of  any  packing 
(md  shipping  system,  no  matter  how  efficients" 
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watched  the  processes  of  loading  and  unloading  cargo — indeed, 
any  one  who  has  so  mach  as  visited  an  ocean  steamer's  pier  and 
observed  these  processes,  needs  no  explanation  of  the  necessity 
for  packing  export  goods  with  quite  different  attention  than  for 
home  shipment.  A  thorough  understanding  of  these  processes 
is  the  first  essential  to  correct  packing  for  export.  If  the  manu- 
facturer or  his  shipping  clerks  cannot  in  person  visit  ocean 
steamer  docks,  an  effort  should  be  made  to  visualize  the  scene  and 
then  to  follow  the  goods  that  are  shipped  from  rail-end  across 
the  seas. 

Capacity  of  Steamers.— Incidentally,  it  is  of  interest  to  note 
the  capacity  of  ocean  steamers.  A  fairly  large  ocean  cargo  vessel 
will  carry  the  contents  of  at  least  300  American  railway  freight 
cars,  that  is,  it  will  take  several  long  railway  trains  to  fill  her 
holds.  It  takes  about  500  standard  tank  railway  cars  to  fill  one 
of  the  great  tank  steamers  carrying  petroleum  in  bulk  to  Europe. 
Perhaps  the  capacity  of  ocean  steamships  may  best  be  impressed 
by  specific  illustrations.  Let  us  disregard  the  varying  types  of 
vessels  and  their  capacities  as  affected  by  the  construction  of 
holds,  hatchways,  etc.,  and  suppose  that  the  ship  we  select  will 
carry  equally  as  well  cargo  of  any  sort  and  that  it  is  possible  to 
load  a  vessel  to  its  full  capacity  with  one  kind  of  cargo — ^which, 
by  the  way,  cannot  always  be  done  although  common  practice  in 
some  staples  like  wheat,  coal,  lumber,  etc. 

Let  us  take  as  our  vessel  one  of  the  newer  and  larger  boats 
of  the  Atlantic  Transport  Line,  which  have  a  deadweight  cargo- 
carrying  capacity  of  say,  15,000  tons.  Suppose  that  a  fairly 
important  manufacturer  in  his  line  wished  to  load  this  vessel 
with  plows.  On  the  basis  of  the  average  size  as  exported,  it 
would  require  247,500  plows  to.  fill  this  ship.  If  the  manufac- 
turer in  question  followed  his  usual  factory  routine  and,  along 
with  his  normal  production  of  other  implements,  harrows,  culti- 
vators, rakes,  repairs,  etc.,  turned  out  20,000  plows  a  year,  it 
would  take  him  twelve  and  one-half  years  to  fill  this  ship  with 
plows  alone.  If  he  were  to  turn  over  the  whole  plant  to  plows, 
producing  no  other  implements,  lease  another  factory  and  jump 
to  the  top  of  the  list  of  plow  manufacturers,  he  might  reach  an 
output  of  100,000  plows  a  year  and  complete  this  cargo  in  two 
and  one-half  years. 
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A  boot  and  shoe  manufactory  finishing  daily  r,000  pairs 
would  require  twelve  years  to  collect  a  cargo  for  this  ship  and 
such  an  unprecedented  cargo  would  be  worth  from  $4,000,000 
to  $12,000,000,  according  to  grade  of  the  goods  shipped.  If  this 
ship  were  to  be  loaded  with  **case  oil,*'  i.e.,  kerosene  oil  in  five- 
gallon  tins,  two  tins  to  a  case,  300,000  cases  at  least  would  be  re- 
quired and,  with  the  best  of  facilities,  not  less  than  thirty  days — 
probably  forty-five — ^would  be  required  merely  to  load  and  stow 
them  away. 

As  another  illustration  take  the  machines  known  as  harvesters 
and  binders.  Six  thousand  of  them  would  be  required  to  com- 
plete this  cargo,  or  say  nearly  400  carloads.  Of  ordinary  mow- 
ing machines  15,000  would  be  needed,  employing  enormous  fac- 
tory facilities  and,  to  hazard  a  guess,  the  work  of  3,000  skilled 
men  for  a  month  or  two. 

A  flour  mill  producing  7,000  barrels  a  day  is  regarded  as  big. 
It  would  take  such  a  mill  one  month's  steady  grinding  to  pro- 
duce a  load  for  our  steamer  and  it  would  use  the  entire  crop  of 
from  250  to  300  average  farms  of  160  acres  each. 

Multiply  such  a  ship  load  by  one  hundred  and  sixty  and  the 
result  represents  the  weekly,  not  monthly  or  annual — ^the  weekly 
foreign  shipments  of  these  United  States  before  the  war. 

Loading  on  Steamships. — At  the  home  town  the  manufac- 
turer's dray  backs  up  to  a  railway  station  platform  and  cases 
are  wheeled  across  in  hand  trucks  to  the  level  floor  of  a  box  car 
waiting  on  the  other  side  of  the  station.  Conditions  are  alto- 
gether different  when  cases  are  delivered  to  a  steamer.  Then, 
operations  begin  with  dumping  the  cases  from  the  dray  to  the 
deck  of  the  pier.  They  are  then  at  the  mercy  of  the  longshore- 
men, a  motley  crew  by  no  means  famous  for  gentleness,  beating 
the  roughest  of  the  most  famous  baggage  smashers  caricatured 
in  our  humorous  papers.  Steamers*  cargoes  are  not  often  han- 
dled by  the  crew  of  the  ship  unless  by  way  of  assistance  to  the 
gang  of  longshoremen  who  are  especially  employed  for  loading 
and  unloading  the  cargo.  It  is  to  be  remarked,  too,  that  at  the 
other  end  of  the  voyage  longshoremen  are  likely  to  be  far  more 
ignorant,  insubordinate,  impervious  to  common  sense  and  wil- 
fully reckless,  than  at  this  end. 

The  manufacturer's  cases  have  been  dumped  on  the  pier. 
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Alongside'lies  the  steamer  her  decks  rising  twenty  or  thirty  feet 
high.  How  is  the  freight  to  be  gotten  on  board  ?  Doors  in  the 
ship's  side  are  rare — as  rare  as  possible,  except  in  the  case  of 
American  coasting  vessels.  The  cargo  has  to  go  up  to  the  deck, 
then  down  again  into  the  vessel's  holds — three  or  four  stories 
down,  the  lower  holds  twenty  or  thirty  feet  below  the  surface  of 
the  water. 

Mechanical  apparatus,  conveyors,  telphers  and  the  like,  ought 
to  be  used  but  are  not,  save  in  exceptional  cases,  as  (at  some 
ports)  in  the  banana  trade.  One  reason  is  that  there  is  no  uni- 
formity whatever  in  the  sizes  and  weights  of  the  cases  and  other 
packages  which  go  to  make  up  a  steamer's  enormous  load.  An- 
other is  that  there  are  few  piers,  even  the  newest,  constructed 
with  room  or  facilities  for  such  apparatus.  To  the  layman  this 
seems  a  remarkable  state  of  affairs.  However,  the  reluctance,  not 
to  say  aversion,  of  steamship  companies  to  the  introduction  of 
mechanical  loading  and  unloading  devices  probably  has  good 
grounds  for  existence.  In  any  case,  a  certain  rough  manual  skill 
is  required  in  storing  away  cargo  in  the  ship's  holds. 

How  Cargo  Is  Hoisted. — Ships  are  still  loaded  in  very  much 
the  same  way  as  they  have  been  from  the  days  of  windjammers 
when  there  was  no  steam  or  other  power — ^by, means  of  the 
pulley,  the  rope  and  the  sling.  The  sling,  a  square  net  of 
knotted  ropes  measuring  perhaps  twenty  feet  on  a  side,  is  spread 
flat  on  the  floor  of  the  steamship  pier.  Such  a  quantity  as  it 
will  hold  of  cases,  barrels,  crates  or  bundles,  is  heaped  into  a 
pile  in  the  center  of  the  sling.  The  corners  are  gathered  to- 
gether and  looped  into  a  great  steel  hook  dangling  at  the  end  of 
a  rope.  It  is  usually  the  steamer  that  supplies  the  power. 
Winches  on  its  deck  are  operated  by  steam  from  the  ship's  en- 
gines. Ships'  masts  exist  nowadays  solely  for  the  purpose  of 
serving  as  braces  for  the  several  booms  or  jibs  hinged  and  piv- 
oted to  each  of  them,  which  in  port  serve  as  derrick  cranes  for 
hoisting  cargo. 

Steel  or  rope  cables  run  through  pulleys  at  the  outer  ends  of 
the  swinging  booms  from  the  drum  of  the  winch  on  deck  to  the 
hook  which  grabs  the  load  in  the  rope  sling.  That  load  of  a  ton 
or  two  tons'  weight  may  perhaps  be  composed  of  a  dozen  or  two 
dozen  packages  of  varying  size,  weight,  strength  and  contents. 
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As  the  load  is  hoisted  the  sling  compresses  all  these  packages  and 
the  weight  of  the  whole  rests  on  those  in  the  lowest  layer. 
Hundreds  of  pounds  above  are  quite  likely  to  crush  the  weak 
ones.  The  strain  on  the  corners  at  top  as  well  as  at  bottom  is 
likely  to  break  any  cases  not  strongly  made,  fully  packed  or  ade- 
quately reenforced. 

Up  into  the  air  goes  the  sling,  high  enough  to  clear  the  ship's 
decks,  swinging  to  and  fro  like  a  pendulum,  possibly  crashing 
against  the  steel  sides  of  the  vessel  on  the  way.  Now  the  boom 
is  swung  over  so  that  its  dangling  load  is  more  or  less  directly 
over  the  open  hatchway  of  the  ship  which  gives  access  to  the 
holds  far  down,  perhaps  next  to  the  very  keel.  At  a  signal  the 
winchman  lowers  away  the  sling.  Swaying  from  side  to  side, 
banging  against  the  steel  deck  beams  and  hatch-combings,  down 
it  goes  swiftly  until  at  another  signal  the  winchman  checks  its 
descent.  Sometimes  the  rough  apparatus  does  not  work  quickly 
enough.  Never  does  the  sling  land  below  decks  where  it  is  to  be 
stowed,  gently  as  a  feather  wafted  by  summer  breezes.  There's  a 
bump  or  a  crash  of  the  weight  of  a  ton  or  two.  The  steel  hook 
is  unfastened,  the  rope  sling  opened,  its  contents — ^a  pile  of  as- 
sorted packages  eight  feet  high  perhaps — fall  apart,  tumbling 
about  in  various  directions,  to  be  grabbed  by  the  half  naked  la- 
borers below  and  carried  by  hand,  rolled  or  tumbled,  to  the  dim 
recesses  of  the  hold  and  there  stowed  away  for  the  voyage 
through  seas  always  strong  enough  to  toss  the  whole  great  ship  a 
little,  sometimes  fierce  enough  to  throw  her  about  like  a  bubble. 
A  place  for  a  given  package  may  not  be  chosen  with  great  care 
and  deliberation  in  stowing  away  cargo. 

Cannot  the  reader  now  picture  to  himself  a  case  of  his  own 
goods  going  through  this  process?  It  must  stand  up  under 
heavy  weights  superimposed  on  it.  More  often  than  not  it  is 
stood  on  its  head  or  laid  on  its  side.  It  must  endure  falls, 
bangs,  bumps,  crashes,  in  the  loading  of  the  ship.  It  may  have 
unpleasant,  even  dangerous  neighbors  who  will  make  their  pres- 
ence felt  when  the  ship  begins  to  roll  and  pitch.  What  is 
morally  sure  to  happen  if  the  boards  of  the  cases  are  old  and 
frail  and  what  will  be  the  result  to  the  goods  inside  ?  * 

Unloading  at  Destination. — Arrived  at  port  of  destination, 
the  processes  of  loading  the  ship  have  to  be  reversed,  slings  lift 
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the  cargo  out  of  the  holds,  swing  outboard  and  deposit  their  con- 
tents either  on  quays  or  more  often  in  lighters  floating  alongside 
the  vesseL  There  are  few  except  the  greatest  ports  of  the  world 
where  shijM  can  or  are  accustomed  to  tie  up  to  quays  or 
''docks^"  as  we  mistakenly  call  piers.  The  general  custom  is 
for  shii>s  to  anchor  in  the  stream  and  discharge  into  lighters 
which  then  proceed  to  the  shore  where  again  very  much  the  same 
performance  in  unloading  them  goes  on. 

Furthermore,  ships  are  by  no  means  always  able  to  anchor  in 
safe  and  secure  harbors.  At  hundreds  of  so-called  ports  there 
are  nothing  more  than  open  roadsteads  where  steamships  have 
to  lie  anywhere  from  one  to  five  miles  off  shore  in  the  open  sea. 
This  is  notably  the  case  all  along  the  west  coasts  of  Mexico,  Cen- 
tral and  South  America,  at  many  points  also  on  the  east  coasts. 
This,  too,  is  frequently  enough  the  case  at  ports  all  over  the 
world  outside  of  the  most  highly  developed  countries.  Many 
and  many  a  time  ships  have  to  pass  such  ports  as  Mollendo, 
Peru,  or  Jaffa,  the  port  for  Jerusalem,  because  seas  are  too  rough 
to  permit  the  discharge  of  cargo  or  landing  of  passengers. 

At  all  such  ports  there  is  likely  to  be  a  heavy  swell  running. 
The  lighters  put  off  from  shore,  range  alongside  the  steamer, 
bobbing  up  and  down  in  very  different  time  to  the  rolling  and 
pitching  of  the  ship.  With  all  the  care  in  the  world  it  is  im- 
possible to  deposit  slings  of  cargo  from  the  ship  in  the  dancing 
lighters  without  bumps  and  crashes  or  without  an  occasional  bath 
of  spray. 

Transshipping  Cargo. — Consider  now  that  a  very  appreciable 
portion  of  the  shipments  of  every  country  does  not  proceed  direct 
to  port  of  destination  in  the  vessels  into  which  they  are  first 
loaded,  but  has  to  be  transshipped  into  other  vessels  at  connect- 
ing points.  There  are  certain  main  trade  routes  of  the  world 
over  which  ships  proceed  with  great  regularity,  but  these  routes 
have  many  feeders.  European  shippers  no  more  than  Amer- 
ican can  always  find  a  ship  proceeding  direct  to  every  port  they 
wish  to  reach.  It  is  often  necessary  to  forward  by  a  vessel  which 
in  the  course  of  her  voyage  will  transship  the  goods  to  some  port 
where  it  is  wished  to  land  goods.  Transshipment,  though  un- 
desirable,  is  often  unavoidable.  When  goods  have  to  be  trans- 
shipped, all  unloading  and  loading  processes  from  and  into  ships. 
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from  and  into  lighters,  have  to  be  repeated,  sometimes  repeated 
several  times  over.  Does  it  now  become  more  evident  what  sort 
of  cases  must  be  supplied  to  withstand  the  treatment  described, 
of  how  different  ocean  shipping  is  from  rail? 

PACKINO  FOB  PROTECTION  OF  GOODS 

Importers  in  foreign  countries  would  invariably  far  prefer  to 
pay  extra  for  appropriate  and  necessary  packing  ratiier  than 
suffer  loss  from  inadequate  protection  to  the  goods  they  have 
bought.  British  manufacturers  still  very  commonly  charge  ex- 
tra for  packing.  In  fact,  in  England  a  good  many  export  goods, 
notably  piece-goods  and  machinery,  are  prepared  for  ocean  ship- 
ment by  professional  packers  who  do  nothing  else  than  pack  for 
export  for  any  one  who  chooses  to  employ  their  services,  and 
there  are  established  and  printed  tariff  rates  applying  to  many 
kinds  of  goods  and  many  sizes  and  varieties  of  cases  and  bales. 
American  manufacturers  long  ago  gave  up  the  practice  of  charg- 
ing extra  for  packing,  either  in  th'e  home  trade  or  for  export. 

Adequate  Charge  for  Packing.— It  is  probable  that  there  is 
too  great  hesitation  to-day  about  suggesting  extra  charges  for 
special  packing,  too  much  fear  of  advancing  quotations  for  some 
export  goods  to  cover  entirely  adequate  packing  which  will  nec- 
essarily be  more  costly.  Very  likely  a  good  deal  of  the  com- 
plaint against  American  packing,  both  domestic  and  foreign,  may 
be  due  to  manufacturers'  fear  of  competition.  Their  habit  of 
supplying  packages  free  for  which  forty  years  ago  they  used  to 
charge,  has  probably  resulted  in  the  cheapening  of  cases  and, 
generally,  of  the  protection  given  goods  in  transit,  while  our 
improved  transportation  agencies  have  made  less  necessary  old 
and  more  substantial  methods  of  packing. 

Similar  considerations  do  not  aflfect  the  export  trade.  By  all 
means  export  prices  ought  to  include  free  packing,  but  that 
packing  must  always  be  adequate  to  insure  arrival  of  goods 
safe,  sound  and  complete  in  the  hands  of  the  foreign  customer. 
If  ordinary  quotations  do  not  include  such  packing  that  is  ab- 
solutely adequate,  then  an  extra  charge  should  be  made,  or  bet- 
ter, quotations  advanced  to  cover  the  increased  packing  costs. 

Bisks  of  Damage  Versus  Cost  of  Packing. — Sometimes  there 
may  be  a  choice  between  the  costs  of  extra  packing  and  the 
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amount  of  possible  damage  to  goods  as  usually  packed.  This, 
however,  is  not  a  matter  for  the  manufacturer  to  decide.  It  is 
the  buyer  who  must  make  his  choice  between  paying  extra  for 
special  packing  or  running  his  risks.  A  decision  is  usually  made 
after  consultation  between  buyer  and  shipper.  German  manu- 
facturers of  beer  bottles  have  shipped  those  bottles  unprotected 
in  common  jute  bags  to  some  Latin-American  markets.  Amer- 
ican manufacturers  of  cast  iron  pumps  have,  to  some  points, 
shipped  them  naked  without  packing  of  any  sort.  In  both  cases 
the  theory  may  be  that,  with  the  nature  of  the  goods  plainly  ap- 
pearing, more  attention  will  be  paid,  more  careful  handling 
given  and  the  resulting  loss  from  breakage  may  therefore  amount 
to  less  than  would  be  the  necessary  charge  for  cases  or  barrels. 

These  remarks  are  to  be  taken  purely  as  suggestions  and  the 
examples  quoted  must  not  be  accepted  as  precedents.  The  only 
safe  principle  is  to  pack  in  the  securest  possible  fashion,  no  mat- 
ter what  it  costs.^ 

Check  Goods  Before  Packing. — ^Before  export  goods  are 
packed  at  all  they  should  be  carefully  laid  out  where  no  possible 
danger  of  confusion  exists  and  checked  with  invoice  or  packing 
list  in  the  most  scrupulous  and  careful  fashion.  The  manufac- 
turer, through  his  shipping  clerks,  must  be  absolutely  certain 
that  exactly  the  goods  ordered  and  invoiced  are  actually  packed 
and  despatched.  We  have  already  remarked  how  much  more 
serious  are  complaints  on  this  score  from  foreign  than  from  do- 
mestic customers.  It  is  best,  whenever  possible,  to  have  two  per- 
sons do  the  checking,  one  confirming  the  other. 

Weighing  Gtoods  Before  Packing.— Always,  too,  the  contents 
of  each  case  should  be  carefully  and  exactly  weighed  before  pack- 
ing. This  for  two  reasons.  The  net  weight  of  the  goods,  to- 
gether with  the  gross  weight  when  packed,  is  a  check  against 
possible  thievery  en  route  and  a  proof  to  the  manufacturer  that 
the  exact  quantity  of  goods  as  checked  was  actually  despatched. 
Then  the  net  weight  of  the  goods  is  always  necessary  in  foreign 
trade  and  sometimes  it  is  also  necessary  to  know  the  so-called 

1  Valuable  and  detailed  technical  advice  is  to  be  found  in  a  recently 
published  work,  "Export  Packing,"  by  C.  C,  Martin. 
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"legal**  weight,  which  is  the  weight  of  the  goods  themselves  with 
their  immediate  containers,  such  as  cartons,  etc. 

Fit  and  Oount  Small  Parts. — Checking  of  goods  before  pack- 
ing is  peculiarly  necessary  when  the  shipment  consists  of  a  num- 
ber of  parts  of  one  whole.  Every  screw,  rivet,  bolt  and  part, 
small  or  large — of  a  machine,  for  example — ^must  be  counted, 
after  having  been  fitted  into  its  appropriate  place  and  found  ex- 
act, and  must  be  checked  beyond  possibility  of  miscalculation. 
Aside  from  dissatisfaction  of  a  customer  and  the  uselessness  of 
a  unit  minus  essential  parts,  there  is  to  be  remembered  the  in- 
evitable extra  expense  and  delay  in  foreign  custom  houses  when 
missing  parts,  etc.,  are  delivered  by  later  shipments  and  do  not 
arrive  with  the  original  cases  to  which  they  belong.  In  line  with 
the  absolute  and  invariable  exactness  required  in  every  detail 
of  exporting,  the  necessity  of  the  careful  checking  of  goods  be- 
fore packing  must  have  special  emphasis. 

Cases,  Crates,  Bales,  etc. — In  principle,  cases  are  invariably 
to  be  preferred  to  crates,  and  either  case  or  crate  to  burlapped 
bundle.  A  crate  can  seldom,  probably  never,  be  so  strong  as  a 
case  and  strength  is  evidently  required  in  the  processes  of  load- 
ing and  unloading  which  have  been  described.  Paper  or  paste- 
board packages  must  never  be  shipped — ^unless  for  enclosure  with 
others  in  suitable  cases.  '*Use  no  hooks"  is  a  phrase  without 
meaning  to  longshoremen  in  any  part  of  the  world.  Anything 
likely  to  be  damaged  by  their  hooks  must  never  be  packed  in  a 
bundle  or  bale.  Whenever  a  bundle  is  made  there  must  be  many 
strong  wrappings.  If  crates  are  ever  used,  exposed  surfaces  be- 
tween their  slats  must  not  be  of  a  kind  permitting  damage  or 
must  in  some  fashion  be  adequately  protected  inside  of  the  crate. 
The  shipper  cannot  provide  against  the  intrusion  of  the  comers 
of  other  cases  between  the  slats  of  his  crates. 

Lumber  to  Be  Used. — The  lumber  employed  in  the  manufac- 
ture of  cases  or  crates  may  be  one-half  inch  or  may  be  one  inch 
stuff,  one  and  a  half  inch,  or  thicker,  depending  entirely  upon 
the  weight  and  the  nature  of  the  contents  of  the  case.  It  should 
not  be  too  heavy,  for  the  weight  of  the  packed  case  may  affect 
charges  of  various  sorts  which  buyers  have  to  pay,  but  security  is 
never  to  be  sacrificed  to  lightness.    There  should  be  no  knot 
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holes  in  the  wood  employed;  if  any,  they  should  be  covered  by 
squares  of  tin  securely  tacked  on  from  the  inside.  As  a  rule, 
cases  should  be  new  and  not  second  hand.  If  the  latter,  they 
must  be  as  good  as  new  in  every  respect. 

Lumber  may  be  light  as  well  as  strong  and  should  always  be 
matched,  that  is,  tongued  and  grooved,  because  ordinary  nailed 
boards  will  shrink  on  account  of  varying  temperatures,  sweating, 
etc.  Packing  cases  of  lumber  good  enough  to  arrive  in  excellent 
condition  are  of  real  value  to  many  importers  in  foreign  coun- 
tries. (}ood  American  lumber  is  rare  and  expensive  in  some 
countries  and  importers  easily  dispose  of  packing  cases  for  good 
prices.  The  wood  in  them  has  even  been  known  to  be  used  in 
making  coffins.  Other  materials  employed  in  export  packing  are 
also  valuable  in  foreign  countries.  Burlap,  waterproof  paper, 
etc.,  are  used  in  the  Orient  and  in  some  parts  of  Latin-America 
by  upholsterers.  Iron  bands  surrounding  bales  are  a  regular 
article  of  commerce  in  the  Far  East. 

Sizes  of  Oases. — Cases  should  not  be  too  large.  There  should 
be  no  waste  room  inside.  As  we  shall  see,  ocean  freight  rates 
are  often  charged  on  the  basis  of  cubic  measurements.  Waste 
of  a  cubic  foot  in  a  case  when  multiplied  many  times  over  means 
the  payment  of  considerable  extra,  useless  and  unnecessary 
freight  chaises  by  consignees.  Furthermore,  empty  space  in  a 
case  is  a  source  of  weakness.  Again,  if  goods  are  not  tightly 
packed,  damage  may  result  to  the  contents  from  shifting  about. 
When  machinery  is  packed  and  there  are  necessarily  empty 
spaces  in  the  boxing  there  must  be  cross  battens  and  stays  that 
will  ensure  every  corner  and  edge  of  the  case  being  as  strong 
and  secure  as  though  it  were  fully  packed.  Every  case,  no 
matter  what  its  contents,  must  be  so  prepared  that  it  will  ride 
safely  whether  stood  on  its  head  or  laid  on  its  side. 

Weight  of  Cases. — It  is  better,  if  possible,  never  to  ship  cases 
weighing  over  200  or  250  pounds  each  and  never  to  make  cases 
unusually  large  in  size.  In  a  great  many  foreign  ports,  cases 
must  be  moved  about  by  hand  or  by  the  most  primitive  of  appli- 
ances; facility  in  handling  will  often  reduce  the  risk  of  rough 
treatment.  The  size  and  weight  of  cases  is  often  dictated  by  the 
means  of  interior  transport  available  in  countries  of  destination. 

The  bulk  of  our  export  trade  goes  to  markets  where  transpor- 
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tation  facilities  are  as  good  as  they  are  in  the  United  States,  but 
a  considerable  share  is  destined  for  markets  of  another  descrip- 
tion where  even  if  there  are  good  facilities  at  ports  where  ship- 
ments are  landed,  yet  the  goods  are  destined  for  interior  points 
which  are  diflScult  of  access  and  only  reached  by  cart,  or  on  the 
backs  of  horses,  mules,  donkeys,  llamas,  camels  or  coolies.  In 
such  cases,  instructions  should  always  be  given  by  buyers.  Such 
instructions,  it  has  already  been  remarked,  should  be  invited  and 
urged  and  must  be  followed  by  the  shippers  to  the  letter.  The 
load  of  a  mule  is  supposed  to  be  from  200  to  250  pounds,  but  that 
load  should  be  divided  into  two  parts  and  the  packages  made  of 
suitable  size  for  loading  one  on  each  side  of  the  animal,  prefer- 
ably oblong  in  shape,  at  most  36  x  24  x  24  inches — ^not  so  large 
unless  they  contain  light  goods.  A  mule  cannot  carry  more  than 
150  pounds  if  in  a  single  package  to  be  laid  on  his  backbone. 

Bales  for  Export. — Goods  packed  in  bales  should  be  com- 
pressed as  tightly  as  possible.  Professional  packers  in  England 
use  hydraulic  presses,  sometimes  working  on  all  four  sides  at 
once  with  a  pressure  of  as  much  as  two  tons  per  square  inch. 
The  goods  should  first  be  wrapped  in  good  strong  ordinary  pa- 
per, then  a  layer  of  leather  paper  or  sheet  of  canvas,  followed  by 
a  layer  of  tarpaulin  or  oilcloth,  or  possibly  some  good  water- 
proof packing  paper,  and  outside  of  all  double  canvas  or  burlap. 

The  outer  covering  should  be  carefully  and  tightly  sewn  with 
heavy  twine,  with  knots  in  the  seam  every  two  inches,  so  that 
breaking  of  the  twine  at  any  point  will  not  permit  the  whole 
covering  to  rip  open.  *  Sometimes  lags  or  boards  are  used  to  as- 
sist in  keeping  bales  in  their  original  shape,  and  ropes  or  iron 
hoops,  as  many  in  number  as  necessary,  are  used  to  bind  the 
whole  together. 

Necessity  for  Waterproof  Linings.— One  radical  difference  be- 
tween export  and  domestic  packing  is  the  invariable  necessity 
of  protecting  goods  for  foreign  shipment  with  wrappings  of  some 
waterproof  material.  There  are  all  sorts  of  contingencies  to  be 
provided  against.  In  the  first  place,  there  is  always  the  damp- 
ness of  sea  air.  Next,  there  is  the  unavoidable  risk  of  sea  spray, 
to  say  nothing  of  a  veritable  drenching.  Again,  at  many  ports 
goods  are  landed  on  open  wharves  or  quays  and  may  lie  exposed 
to  rain  as  well  as  the  hot  tropical  sun  for  days  or  even  for  weeks. 
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Yet  again,  there  is  the  risk  from  storms  in  general  transporta- 
tion inland,  even  by  rail.  Box  cars  are  not  so  generally  used  in 
other  countries  as  in  the  United  States.  Open  railway  trucks 
are  much  more  common  and  then,  as  in  transportation  by  cart  or 
on  the  backs  of  animals,  although  tarpaulins  are  spread  against 
rains,  yet  a  soaking  is  none  the  less  possible. 

Kinds  of  Waterproof  Protection. — ^Waterproof  linings  are 
usually  provided  in  the  way  of  tarred  or  oiled  papers  especially 
prepared  for  this  purpose.  The  English  have  been  rather  fond 
of  using  oilcloth  or  tarpaulin  and  much  more  commonly  than 
Americans  have  utilized  hermetically  sealed  zinc-  or  tin-lined 
cases.  The  latter  are  extremely  desirable  in  shipments  of  goods 
peculiarly  liable  to  damage  from  rain  or  dampness.  Few  export 
quotations  ever  cover  the  cost  of  tin-lined  cases.  When  they 
are  regarded  as  desirable,  although  not  absolutely  essential,  a 
special  price  is  usually  quoted  separately  for  such  packing, 
should  buyers  prefer  to  order  it  instead  of  other  ordinarily  ade- 
quate waterproof  protection. 

Usually  a  case  is  lined  with  strong  waterproof  paper,  inside 
of  which  is  placed  one  or  more  layers  of  ordinary  packing  pa- 
per before  the  goods  themselves  are  packed.  Some  attention  has 
often  to  be  given  to  the  selection  of  suitable  papers,  since  certain 
heavily  oiled  or  tarred  lining  papers  are  likely  to  soil  or  spot 
goods  placed  in  contact  with  them  or  may  at  least  ruin  the  ap- 
pearance of  cartons  in  which  goods  may  be  packed  and  thus  pos- 
sibly affect  the  saleability  of  their  contents.  Packing  in  oilcloth 
or  tarpaulin  is  often  considered  ** old-fashioned'*  but  may  be  a 
good  plan.  However,  aside  from  the  cost,  such  packing  is  open  to 
the  objection  that  in  some  countries  a  duty  is  charged  on  oil- 
cloth. 

StnfSng  Materials. — ^Risk  of  possible  damage  from  dampness 
sometimes  affects  the  choice  of  material  used  for  stuffing  neces- 
sarily empty  comers  or  for  protecting  against  chafing.  Straw, 
or  particularly  hay,  is  especially  liable  to  absorb  moisture  and 
hence  should  be  avoided  whenever  dampness  is  likely  to  damage 
goods.  Whether  excelsior,  wood-wool,  straw,  hay,  waste  paper, 
or  other  material  is  selected  will  naturally  depend  upon  the  na- 
ture of  the  goods  and  the  discretion  of  the  shippers,  guided  by 
considerations  like  those  now  suggested. 
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Protection  of  Bright  Steel.— Possible  damage  from  moisture, 
rain  or  sea  water  has  especially  to  be  guarded  against  in  the 
shipment  of  machinery.  All  bright  steel  parts  should  invariably 
be  covered  with  a  thin  layer  of  '* slush,'*  vaseline  or  grease  of 
some  sort;  steel  moldboards  of  plows  protected  by  a  thin  paint 
easily  scoured  off  and  in  general  any  articles  of  bright  steel 
must  be  protected  against  danger  of  rust  by  the  exercise  of 
every  imaginable  precaution.  In  many  steaming  hot,  tropical 
u&arkets  it  is  impossible  to  display  a  penknife  in  a  shop  window 
unless  it  is  so  thickly  coated  with  grease  as  to  be  unsightly.  The 
effects  of  climate  in  other  parts  of  the  world  are  not  to  be  judged 
from  conditions  we  know  in  the  United  States. 

Strapping  Cases. — ^Most  manufacturers  long  ago  learned  the 
necessity  of  strapping  cases  which  are  to  be  shipped  even  by 
coastwise  steamers,  here  at  home.  Straps  are  necessary  for  at 
least  two  reasons.  (1)  as  protection  against  theft  while  the 
goods  are  lying  on  docks,  etc.,  and  (2)  as  giving  additional 
strength  to  the  packing.  The  straps  used  should  be  continuous, 
extending  all  around  the  packages  and  not  merely  comer  straps. 
They  should  be  intended  to  serve  the  purposes  just  named,  not 
merely  look  like  straps.  It  is  usually  better  to  strap  a  case  in 
all  directions,  not  merely  at  the  ends.  Straps  about  the  middle 
of  cases  both  vertically  and  horizontally  are  often  desirable. 

A  practice  in  vogue  among  shippers  of  fruit  from  Porto  Rico 
and  other  West  India  Islands  is  worthy  of  note.  Boxes  of 
oranges,  grape  frait  and  pineapples  are  strapped  with  vulcan- 
ized fiber  to  avoid  the  possibility  of  rust  from  iron  straps  spoil- 
ing the  appearances  of  the  package  or  its  contents.  Cement 
coated  nails  are  often  used  in  export  cases  both  on  account  of 
minimizing  rust  stains  and  because  not  so  easily  withdrawn. 
Similarly,  screws  are  frequently  used  instead  of  nails,  particu- 
larly in  the  covers  of  cases,  which  can  then  be  opened  easily  and 
without  damage  in  foreign  custom  houses  to  permit  examination 
of  the  goods,  and  facilitate  secure  reclosing. 

Protection  Against  Pilfering. — Complaints  of  stealing  of 
goods  while  in  transit  are  common  among  foreign  importers. 
Goods  exported  are  peculiarly  subject  to  this  risk.  Cases  must 
lie  in  exposed  places,  in  mountainous  piles  on  docks  where  watch- 
men cannot  observe  each  single  package ;  must  often  remain  for 
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considerable  periods  where  not  subject  to  supervision  at  all ;  are 
open,  in  lighters  and  in  the  holds  of  ships,  to  the  approach  of  all 
sorts  of  people.  It  is  extraordinary  with  what  judgment  thieves 
pick  out  cases  containing  articles  easily  abstracted  and  suitable 
for  their  own  uses  or  readily  disposable. 

As  a  protection  against  suspicion  it  is  advisable  that  no  clues 
to  the  contents  of  a  case  be  printed  on  its  exterior.  Such  goods 
as  boots  and  shoes,  jewelry,  wines  and  cigars,  are  especial  favor- 
ites among  thieves,  to  such  an  extent,  indeed,  that  some  steam- 
ship companies  refuse  to  accept  shipments  of  shoes  unless  espe- 
cially protected  against  this  risk  by  wires  about  the  iniddle  part 
of  a  case,  passed  through  holes  bored  tiirough  the  wood  at  the 
comers  to  prevent  breaking  of  the  wire  at  that  point  and  fas- 
tened by  lead  seals  countersunk  in  the  wood  of  the  case.  Cloth- 
ing and  small  articles  in  general  are  often  extracted  while  cases 
are  in  transit.  A  good  deal  of  ingenuity  is  shown  in  supplying 
the  place  of  the  missing  goods  by  stones  or  bits  of  old  metal  to 
make  up  approximately  the  original  weight  of  the  whole  case  and 
thus  avoid  suspicion  until  the  goods  have  been  passed  through 
the  custom  house,  duties  paid  and  are  fully  unpacked  in  con- 
signee's warehouse. 

One  of  the  favorite  and  most  successful  methods  of  thieves  is 
to  draw  the  nails  out  of  a  case  and  slide  the  inside  board,  gen- 
erally at  the  bottom,  cutting  the  interior  lining,  extracting  the 
contents,  finally  replacing  the  board  in  position  and  re-nailing 
so  that,  to  all  appearances,  the  case  remains  intact.  In  a  cir- 
cular issued  by  the  American  Trading  Company  some  time  ago 
the  suggestion  is  made  that  in  order  to  guard  against  the  possi- 
bility of  withdrawing  boards  in  this  way,  *'in  addition  to  the 
usual  strapping,  strong  iron  clips  be  driven  into  the  edge  of  each 
board  and  into  the  case  at  top,  sides  and  bottom,  and  a  nail 
driven  through  the  same.'* 

Another  American  export  house  in  a  circular  relating  to  nec- 
essary protection  against  pilfering  writes:  ''A  certain  firm, 
after  lining  a  case  with  waterproof  paper,  weighs  the  goods  care- 
fully as  they  are  packed.  They  then  place  inside  a  slip  stating 
that  goods  have  been  checked  twice  and  requesting  that  in  event 
of  shortage  the  contents  be  weighed.  The  case  is  then  iron 
strapped  and  sealed  with  a  lead  seal    In  addition  a  rubber 
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stamp  impression  is  placed  on  the  case  close  to  the  seal  and  the 
same  impression  is  made  on  invoices  reading:  'This  case  has 
been  properly  packed,  marked  and  sealed,  and  we  will  therefore 
not  be  responsible  for  any  loss  caused  by  theft  or  breakage.'  *' 
Essential  Particulars  of  Export  Packing. — The  details  of 
suitable  packing  for  export  as  applying  to  the  thousands  of  ar- 
ticles shipped  from  the  United  States  to  all  parts  of  the  world 
will  vary  according  to  circumstances  in  each  case.  The  essential 
points  which  every  exporter  should  indelibly  impress  upon  his 
memory  are : 

Strong,  whole  cases. 
Thoroughly  waterproof  linings. 
Secure  iron  or  wire  straps. 
Protection  against  pilfering. 

PAOKINO  FOB  LOCAL  BEQUIBEMENT8 

Another  consideration  affecting  the  kind  of  export  packing 
that  should  be  supplied  is  suggested  by  the  enquiry:  What 
will  most  please  our  foreign  customers?  What  do  they  require 
in  order  to  do  business  with  us  profitably,  saving  trouble,  ex- 
pense, duties?  In  such  regards  a  manufacturer  must  largely 
be  governed  by  the  specific  instructions  given  him  by  his  foreign 
customers.  He  should  always  make  a  point  of  emphasizing  his 
request  for  such  instructions,  but  he  must  often  be  guided,  in 
part  at  least,  by  his  own  study  of  conditions  affecting  or  likely  to 
affect  shipments  to  a  given  market.  He  can  learn  a  good  deal 
about  such  conditions  from  information  he  can  obtain  from  the 
Department  of  Commerce  or  the  Pan-American  Union  in  Wash- 
ington, from  other  inquiries  and  investigations  he  may  set  on 
foot,  and  from  consultation  with  other  shippers  to  the  markets 
in  which  he  is  interested,  or  traveling  men  who  have  visited  and 
had  experience  in  such  markets. 

Packing  as  Affected  by  Freight  and  Local  Charges. — The  in- 
terest of  a  shipper  by  no  means  ceases  when  he  has  delivered  his 
goods  to  a  forwarding  agent  or  a  steamship  company  for  trans- 
portation to  his  foreign  customers.  He  should  make  his  cus- 
tomers' interests  his  own.  This  involves  not  alone  securing  the 
best  available  freight  rates,  but  providing  in  every  possible  fash- 
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ion  that  charges  on  his  goods  shall  be  the  minimum.  He  mnst 
reduce  the  weights  and  cubic  dimensions  of  his^  packages  so  far 
as  possible  without  endangering  the  safe  and  sound  delivery  of 
their  contents.  We  have  already  noted  how  the  shipment  of 
cases  unnecessarily  large  for  their  contents  may  involve  cus- 
tomers in  paying  ocean  freight  charges  on  empty  space,  which 
on  a  single  shipment  or  in  the  course  of  a  year's  shipments  will 
amount  to  a  considerable  sum  of  money.  It  has  been  suggested, 
too,  that  to  facilitate  handling  and  sometimes  interior  transpor- 
tation, cases  be  neither  too  large  nor  too  heavy.  There  are  quay 
dues  which  have  to  be  paid  in  almost  all  ports'  of  the  world  and 
often  lighterage  charges.  Those  charges  are  sometimes  per  pack- 
age, not  always  on  the  basis  of  weight.  Hence,  a  multitude  of 
small  light  cases  may  involve  a  good  deal  greater  expense  than 
would  be  necessary  were  ten  or  twelve  such  cases  to  be  strapped 
together  or  made  up  into  a  crate. 

What  to  Pack  Separately. — So  far  as  practicable  a  package 
should  contain  only  one  class  of  goods,  otherwise  there  may  be 
trouble,  or  at  any  rate  delay,  in  many  foreign  custom  houses.^ 
No  catalogues,  pamphlets  or  advertising  matter  of  any  sort 
should  ever  be  enclosed  in  cases  with  goods  unless  specific  in- 
structions have  been  received  to  do  so.  There  are  several  rea- 
sons for  this.  Buyers  do  not  always  want  their  customers  to 
know  all  about  the  manufacturer  from  whom  the  goods  are  re- 
ceived ;  in  many  countries  duties  are  imposed  on  catalogues  and, 
unless  buyers  have  especially  requested  them,  they  will  object 
to  being  forced  to  pay  the  required  taxes.  It  happens  in  some 
countries  that  the  duty  on  printed  matter  is  much  higher  than  on 
some  other  kinds  of  merchandise  and  the  inclusion  of  catalogues 
with  such  other  merchandise  subjects  the  whole  to  the  highest 
rate  of  duty.  Therefore,  shipping  clerks  should  be  peremptorily 
forbidden  ever  to  include  in  export  cases  any  advertising  matter 
unless  instructions  to  the  contrary  are  before  them. 

Packing  as  Affected  by  Import  Duties. — There  is  really  little 
occasion  for  manufacturers  usually  to  pay  any  attention  to  duties 
which  various  foreign  countries  impose.    The  chief  reason  for 

1  The  rule  should  be  to  avoid  packing  into  one  case  two  or  more  kinds  of 
goods,  or  goods  which  may  be  subject  to  different  rates  of  duty,  in  ship- 
ments to  any  Latin  American  country. 
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any  consideration  of  this  question  at  all  is  the  indication  of  the 
most  desirable  packing  sometimes  to  be  discovered  from  the  man- 
ner in  which  duties  are  imposed.  In  some  countries  all  duties 
are  on  gross  weight.  Xbis  indicates  that  cases  or  other  con- 
tainers should  be  as  light  as  may  be  consistent  with  strength. 
In  some  countries  some  goods  are  dutiable  on  gross  weight  and 
some  on  net  weight.  In  such  instances  it  is  desirable  to  use  care 
in  separately  packing  classes  of  goods  subject  to  the  same  kind 
of  duty,  and  not  mix  them  together  in  one  container.^ 

Net,  Legal  and  Oross  Weights. — Another  consideration  affect- 
ing packing  is  a  term  that  is  quite  strange  to  many  Americans, 
** legal  weight."  This  is  used  in  Mexico,  Argentina  and  other 
Latin-American  Republics  and  some  other  countries;  duties  in 
such  countries  are  sometimes  imposed  on  the  gross  weight  of  the 
goods,  sometimes  on  the  net  weight  and  sometimes  on  the  legal 
weight.  These  terms  are  thus  defined  in  Mexico:  Net  weight 
is  the  intrinsic  weight  of  the  merchandise  alone  without  any 
packing;  legal  weight  includes  the  interior  wrappings  containing 
the  articles  which  are  packed  with  the  articles  in  the  outside 
container,  for  example,  small  parcels  of  paper,  tin,  glass,  light 
wood,  bottles,  jugs  and  everything  of  that  sort ;  gross  weight  is, 
of  course,  the  weight  of  the  entire  package  as  shipped.    Legal 

1  The  interest  of  manufacturerB  in  studying  gross  weights  of  packing  is 
illustrated  in  an  extract  from  a  letter  from  Costa  Rica:  ''Manufacturers 
must  understand  that  in  Coata  Rica,  as  well  as  in  some  of  the  neighboring 
countries,  duty  is  charged  on  the  gross  weight  of  the  goods.  Every  pound 
of  weight  that  the  manufacturer  can  save  in  packing  his  goods  is  so  much 
money  saved  his  Central  American  customer  in  the  delivered  cost  of  these 
goods.  It  is  therefore  obvious  that  manufacturers  have  a  personal  and 
selfish  reason  for  taking  particular  pains  that  their  goods  are  packed  right, 
a  reason  resolving  itself  into  satisfied  customers  and  duplicate  orders  in 
the  future.  When  goods  are  packed  in  unnecessarily  heavy  cases,  duties 
will  so  increase  the  cost  of  the  goods  that  they  cannot  be  sold  with  a 
profit;  repeat  orders,  therefore,  will  not  follow.  One  importer  here  told 
me  of  his  experience  with  certain  cushions  imported  for  the  trolley  cars 
from  the  United  States.  These  cushions  weighed  21  pounds,  the  case 
weighed  60  pounds.  Duty  was,  therefore,  paid  on  81  pounds,  whereas  the 
total  gross  weight  could  easily  have  been  made  30  pounds."  The  extra  cost 
to  the  shipper  of  needlessly  heavy  packing  may  also  be  remarked. 

At  this  writing  all  duties  are  levied  on  gross  weights  in  Colombia,  Costa 
Rica,  Honduras,  Salvador  and  Venezuela.  In  many  other  countries  duties 
on  some  goods  are  by  gross  weight,  on  others  by  net  weight,  ad  valorem 
pr  otherwise. 
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weight  in  all  countries  making  this  distinction  is  much  the  same 
thing,  namely,  the  net  weight  of  the  naked  goods  plus  the  weight 
of  cartons,  cards  and  other  immediate  packing. 

Some  exporters  have  learned  by  experience  that  on  account  of 
tariff  provisions  such  as  these  a  saving  in  duties  is  effected  by 
shipping  in  one  case  goods  practically  naked,  with  as  little  im- 
mediate individual  packing  as  possible,  and  shipping  in  another 
case  and  invoicing  separately  the  cartons  or  other  packing  in 
which  the  goods  themselves  are  usually  put  up  for  sale,  or  which 
are  desirable  or  essential  to  improve  sales  when  placed  in  dealers' 
stocks.  This,  however,  is  only  a  suggestion  and  should  never  be 
attempted  except  as  the  outgrowth  of  experience,  after  a  careful 
study  of  conditions  and  by  agreement  with  customers.^ 

Crating  Together  SmaJl  Packages.— fieferring  to  the  often 
desirable  practice  of  crating  together  a  number  of  small  cases, 
a  Special  Agent  of  the  Department  of  Commerce  wrote  in  a  re- 
cent report  from  Guatemala  of  a  shipment  of  safety  matches 
from  a  German  manufacturer  that  *'not  only  were  the  goods 
put  up  in  light  tin  boxes  but  the  boxes  were  crated  with  plank. 
The  German  firm  knew  that  the  duty  on  matches  was  rather 
heavy  and  made  an  arrangement  with  the  steamship  people  by 
which  the  planking  was  all  to  be  removed  from  the  matches  and 
only  the  tins  entered  at  the  custom  house,  so  the  buyer  did  not 
have  to  pay  a  high  duty  on  the  planking.*' 

The  foregoing  report  is  characteristic  of  other  "snap  judg- 
ments" that  have  been  published  from  consuls  and  many  critics 
of  American  practice.  As  a  matter  of  fact  American  and  Eng- 
lish shippers  also  take  advantage  of  the  opportunity  offered  of 
reducing  import  duties  in  such  fashion.  In  all  countries  of 
Latin-America  where  duties  are  assessed  on  gross  weights  it  is 
very  common  practice  for  American  sellers  of  matches,  crackers 
and  other  commodities  shipped  in  tins  and  sometimes  in  other 
small  packages,  to  crate  a  number  of  such  packages  together  and 
arrange  with  the  steamship  company's  agent  to  have  the  ship's 
carpenter  knock  off  the  outside  cover  when  the  vessel  has  arrived 
at  port  of  discharge,  landing  only  the  individual  packages  orig- 

1  In  a  few  Latin  American  countries  goods  shipped  without  customary 
wrapping  or  containers  are  subject  to  an  arbitrary  increase  of  weight  on 
which  duties  are  levied. 
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inally  shipped  in  these  crates,  thus  saving  importers  the  duties 
which  would  otherwise  be  charged  on  the  crates  as  well  as  the 
packages  themselves. 

In  such  instances,  the  bill  of  lading  is  usually  made  to  read, 
so  and  so  many  packages  contained  in  such  and  such  a  number 
of  crates.  In  every  instance  specific  and  very  emphatic  instruc- 
tions must  be  given  to  the  ship's  officers  and  carpenter  by  the 
agents  of  the  ship  at  point  of  departure,  and  the  exporter  must 
take  care  to  make  suitable  arrangements  with  the  agents  before 
the  goods  are  put  on  board. 

CALC1TLATIN0  WEI0HT8  AND  MEASTTSEMENT8 

Exact  statements  of  weights  of  all  export  shipments  are  nec- 
essary for  steamship  purposes  and  because  of  local  conditions  in 
foreign  countries;  of  measurements,  on  account  of  ocean  freight 
charges.  Except  for  Great  Britain,  her  Colonies  and  the  Orient, 
weights  are  invariably  required  to  be  expressed  in  the  metric 
system.  Measurements  of  cases  are  seldom  required  in  anything 
but  feet  and  inches.  Invariable  exactness  in  these  as  in  all  other 
statements  is  essential.  Mistakes  or  miscalculations  are  punish- 
able by  heavy  fines  on  importers  in  many  markets  where  authori- 
ties assume  that  if  goods  weigh  more  than  the  declared  weights 
there  is  an  attempt  to  defraud  the  government,  even  when  the 
variation  is  plainly  a  mistake.  Sometimes  goods  under  these 
conditions  are  actually  confiscated  by  the  authorities.  In  the 
Argentine  Republic  a  leeway  of  only  2  per  cent,  in  the  legal 
weight  is  permitted,  although  not  much  harm  is  done  if  the  de- 
clared weight  is  more  than  2  per  cent,  over  the  actual  weight. 

A  good  deal  depends  on  the  terms  of  the  tariflP  regulations  of 
the  country  of  destination  as  to  how  weights  shall  be  calculated 
and  declared.  Instructions  are  or  should  be  given  by  foreign 
customers  in  this  regard.  If  no  such  instructions  are  received 
then  the  exporter  may  consult  regarding  the  tariflP  regulations  of 
the  country  in  question  the  Bureau  of  Foreign  and  Domestic 
Commerce,  or  for  Latin  American  countries  the  Pan-American 
Union  at  Washington,  or  he  may  buy  Kelly's  Customs  TariflEs 
of  the  World,  in  which  translations  are  printed  in  condensed  but 
elaborato  form  of  the  relations,  rates  of  duty,  etc.,  of  all  coun- 


Digitized  by 


Google 


370  PRACTICAL  EXPORTING 

tries.  It  may  be  observed,  however,  that  it  is  possible  to  waste 
hours  and  days  of  perfectly  good  time  in  a  study  which  will 
often  be  fruitless. 

To  save  time  and  wear  and  tear  on  gray  matter  in  figuring 
weights  and  measurements  shippers  always  have  at  their  elbow 
suitable  calculation  books,  immediate  reference  to  which  gives 
accurate  results  without  necessitating  extended  arithmetical 
processes. 

British  Weights  and  Measnres.— The  ton  as  used  in  Great 
Britain  and  British  Colonies  generally  is  not  that  ton  to  which 
we  are  accustomed  in  the  United  States.  It  is  the  old  '*long''  ton 
of  2,240  pounds,  which,  except  in  a  few  commodities,  long  ago 
went  out  of  use  in  this  country  and  was  supplanted  by  our 
short  ton  of  2,000  pounds.  If  we  quote  to  British  or  British 
Colonial  customers  *'per  ton,'^  we  must  quote  in  their  tons  and 
not  in  ours,  unless  we  specifically  state  that  our  quotation  is  per 
2,000  pounds. 

The  British  still  commonly  employ  old  divisions  of  their  long 
ton,  namely,  the  hundredweight  of  112  pounds,  the  quarter  of 
28  pounds,  etc.  The  abbreviation  for  hundredweight,  **cwt.," 
is  sometimes  wrongly  used  in  the  United  States  to  represent  100 
pounds.  A  hundredweight  is  not  100  pounds,  it  is  112  pounds, 
and  '*cwt."  should  never  be  used  to  represent  anything  else. 
Incidentally,  it  is  to  be  remarked  that  British,  European  and  in 
general  all  foreign  railway  cars  are  small,  light  affairs,  as  com- 
pared with  ours.  A  *' carload,"  which  in  the  United  States  may 
be  from  18  to  50  tons,  will  in  most  foreign  countries  be  figured 
as  from  10  to  15  tons  only. 

Another  British  measure  which  differs  from  our  American 
standard  is  the  gallon.  The  British  use  the  Imperial  gallon, 
which  is  one-fifth  larger  than  our  American  measure,  as  are  nat- 
urally the  divisions  of  their  gallon,  quarts  and  pints.  In  for- 
eign trading,  it  is  necessary  that  the  exact  kind  of  measure  and 
weight  that  is  used  be  clearly  expressed. 

The  Metric  SjrsteuL — The  metric  system  of  weights  and  meas- 
ures is  generally  employed  throughout  the  world  excepting  in 
Great  Britain  and  the  British  Colonies  and  in  the  Far  East  and 
Middle  East.  It  is  only  necessary  for  the  exporter  to  under- 
stand the  principles  of  the  system,  familiarize  himself  with  thQ 
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names  of  the  various  terms  and  commit  to  memory  the  equiva- 
lents of  the  standard  denominations  for  length,  weight,  capacity, 
etc. 

He  should  have  available  for  quick  reference  a  set  of  metric 
conversion  tables  to  which  he  can  turn  in  a  moment  and  find  the 
exact  equivalent  in  our  common  denominations  of  a  metric  quo- 
tation, or  find  the  equal  in  the  metric  system  of  an  American  de- 
nomination. A  busy  man  has  no  time  to  waste  in  attempting 
to  figure  these  equivalents  for  himself.  The  chief  things  which 
he  must  know,  which  he  ought  to  commit  to  memory,  are : 

The  meter  is  equal  to  39%  inches. 

The  foot  is  equal  to  30%  centimeters. 

The  kilogram  is  equal  to  2^  pounds. 

One  pound  is  equal  to  little  less  than  half  a  kilogram. 

One  liter  is  equal  to  little  less  than  one  quart. 

One  pint  is  equal  to  little  less  than  half  a  liter. 

Metric  Standards. — The  exporter  must  remember  that  all  the 
old  tables  he  learned  at  school,  avoirdupois  and  Troy  weight, 
the  foot  and  the  yard,  the  quart  and  the  pint,  and  everything 
else  connected  with  our  common  system,  have  nothing  in  com- 
mon with  the  metric  system,  are  not  even  distantly  related  to  it. 
First  to  be  learned  are  the  names  of  the  metric  standards : — the 
meter,  the  standard  of  length;  the  liter,  the  standard  of  ca- 
pacity; the  gram,  the  standard  of  weight. 

When  the  system  of  multiples  and  divisions  of  the  metric 
standard  denominations  are  understood,  the  system  presents  no 
diflSculties.  The  prefixes  employed  are  the  more  easily  under- 
stood if  one  has  studied  Greek  and  Latin. 

Qreek  prefixes  are  used  when  the  standard  is  to  be  multiplied. 
Thus,  deka  means  ten  times,  hecto  a  hundred  times,  kilo  a  thou- 
sand times.  A  kilometer,  is,  therefore,  a  thousand  meters;  a 
kilogram,  a  thousand  grams. 

Latin  equivalents  for  10,  100  and  1,000  are  employed  to  indi- 
cate division.  Dect  means  a  tenth,  centi  a  hundredth,  milli  a 
thousandth.  A  centimeter,  therefore,  is  one  one-hundredth  of  a 
meter ;  a  millimeter,  one-thousandth  of  a  meter. 

The  principal  denominations  of  the  metric  system  in  every  day 
use  are  the  following:  In  measures  of  length,  the  meter  with  its 
multiple  the  kilometer,  and  its  subdivision  the  centimeter.    In 
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measures  of  weight :  The  gram,  but  more  especially  its  multiple 
the  kilogram  and  its  subdivision  the  centigram.  In  measures  of 
capacity :    The  liter  and  the  hectoliter. 

How  Metric  Denominations  Are  Used. — ^A  kilometer  is  used 
to  express  long  distances,  when  we  speak  of  miles.  A  meter  is 
used  to  measure  the  length  of  pieces  of  cloth,  of  a  wall,  etc.  Cen- 
timeters are  used  to  express  the  width  of  a  piece  of  cloth,  the 
size  of  a  pane  of  glass,  etc.,  while  the  millimeter  is  most  com- 
monly employed  to  measure  the  thickness  of  articles  such  as  wire, 
sheet  iron,  a  pane  of  glass,  etc. 

Square  meters  are  used  to  express  the  area  of  a  room,  square 
kilometers  express  the  area  of  a  country  where  we  usually  em- 
ploy the  term  square  miles,  but  in  the  measurement  of  land  an- 
other measure  is  used  called  the  are  which  is  equal  to  100  square 
meters.  The  most  common  use  of  this  term,  however,  is  in  its 
multiple,  the  hectare,  100  ares  (10,000  square  meters)  which  is 
used  chiefly  in  the  measurement  of  farm  properties  as  we  em- 
ploy the  term  **acre."  A  hectare  is  equivalent  to  nearly  21^ 
acres. 

The  metric  measurements  of  capacity  are  almost  exclusively 
used  in  the  measurement  of  liquids.  The  liter  is  the  standard, 
measuring  a  little  less  than  our  quart.  The  most  important  of 
the  other  measures  of  capacity  is  the  cubic  centimeter,  **c.c." 
as  we  call  it  sometimes,  expressed  in  the  proper  nomenclature  of 
the  system  as  the  centiliter. 

In  measures  of  weight  the  gram  and  the  centigram  are  used 
for  very  small  commodities,  but  the  kilogram,  equal  to  2% 
pounds,  is  the  demonination  most  commonly  encountered.  It  is 
to  be  noted  that  in  countries  using  the  metric  system  many  dry 
commodities  which  we  sell  and  buy  by  measure,  e.g.,  by  quart  or 
bushel, — ^vegetables,  grain,  etc., — are  usually  sold  by  weight,  not 
by  measure. 

The  problem  of  multiplying  and  dividing  denominations  in  the 
metric  system  presents  no  difficulties  to  an  American  if  he  will 
keep  in  mind  the  decimal  system  on  which  our  own  currency  is 
founded  and  forget  the  12  ounces  to  the  Troy  pound  and  16 
ounces  to  the  pound  avoirdupois.  Metric  weights  and  measures 
are  multiplied  and  divided  just  as  are  our  dollars  and  cents. 
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Moving  the  decimal  point  a  notch  in  one  direction  or  the  other 
multiplies  or  divides  by  ten. 

Sough  Equivalents  of  Metric  Denomination. — The  equivalent 
of  the  kilometer  in  miles  is  easily  arrived  at  by  memorizing  the 
rough  equivalent,  8  kilometers  to  5  miles. 

The  equivalent  of  the  meter  may  be-  memorized  by  thinking 
of  three  threes,  namely  3  feet  3%  inches. 

The  pound  may  be  roughly  called  a  half  kilogram  although 
actually  a  little  lighter. 

For  quick  and  rough  conversion  of  pounds  to  kilograms,  the 
oflScial  Cuban  method  may  be  adopted,  that  is,  pounds  are  multi- 
plied by  *%oo»  although  this  results  in  making  the  amount  in 
kilos  a  little  less  than  the  actual  weight.  Another  quite  as  easy 
*'rule  of  thumb'*  is  to  deduct  10  per  cent,  from  pounds  and  di- 
vide remainder  by  2  to  get  kilos.  ''Kilo"  is  the  colloquial  ab- 
brevation  for  kilogram  and  never  applies  to  any  other  denomina- 
tion. 

Cubic  Measurements. — ^As  we  shall  shortly  have  occasion  to 
learn,  the  cubic  measurement  of  cases  is  an  important  factor  in 
ocean  shipping.  It  is  always  necessary  to  know  and  to  state 
the  measurements  of  cases  or  other  packages  in  which  export 
goods  are  despatched.  The  length,  breadth  and  thickness  have 
to  be  stated  in  several  dififerent  connections  and,  although  it  is 
not  necessary  in  stating  these  dimensions  to  give  at  the  same  time 
the  result  of  their  multiplication  in  cubic  feet,  yet  the  exporter 
should  know  this  result  for  his  own  information  and  guidance. 
It  is  necessary  for  him  to  know  it  whenever  he  quotes  C.I.F. 
prices.  Results  of  the  multiplication  of  the  dimensions  are 
easily  and  quickly  available  in  books  of  tables  which  are  pub- 
lished for  the  purpose. 

If  the  exporter  wishes  to  perform  the  operation  for  himself 
it  is  purely  a  question  of  arithmetic  perhaps  most  easily  carried 
out  by  reducing  the  length,  breadth  and  thickness  from  feet  and 
inches  to  inches,  multiplying  the  length  by  the  breadth  and  the 
result  by  the  depth,  giving  a  total  of  cubic  inches.  Dividing 
this  total  by  1,728  cubic  inches  to  the  cubic  foot  one  arrives  at 
a  result  in  cubic  feet.  It  should  be  noted,  however,  that 
fractions  of  a  cubic  foot,  that  is,  the  remainder  left  after  the  di- 
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vigion  has  been  made,  are  not  expressed  in  the  fraction  by  plac- 
ing the  remainder  over  the  divisor.  It  is  expresed  in  twelfths 
of  a  cubic  foot,  arrived  at  by  dividing  the  remainder  just  re- 
ferred to  by  144   (K2th  of  1728).    Thus,  the  cubic  measure- 

1152 
ment  of  a  case  is  never  expressed  9  rz^^r  but  would  be  written 

9*,  commonly  or  colloquially  spoken  **9  ft.  8  inches."  Length 
breadth  and  depth,  expressed  in  feet  and  inches  may,  of  course, 
also  be  multiplied  together  by  the  duodecimal  system,  if  pre- 
ferred. 

In  taking  the  measurement  of  a  package  the  extreme  measure- 
ment in  each  direction  has  to  be  calculated.  If  there  is  a  knob 
or  point  or  similar  projection,  the  measurement  over  all  is  that 
which  has  to  be  figured.  It  is  the  diameter  of  a  barrel  at  the 
bilge  and  not  at  the  head  on  which  calculations  of  that  barrel's 
cubic  measurements  are  based. 

MABEINO  AND  ADDBESSINO  PACKAGES  FOB  EXPOBT 

Cases  for  foreign  shipment  are  not  addressed  to  customers  by 
their  names  in  full.  Symbols  are  used.  Reasons  for  this  prac- 
tice include :  quicker  identification  of  packages  on  docks,  in  the 
ship's  cargo,  in  loading  and  unloading,  in  shipping  manifests; 
abbreviation  in  the  writing  of  documents,  bills  of  lading,  mani- 
fests, etc.;  and  finally  secrecy,  concealing  the  actual  names  of 
the  consignees  both  from  observers  at  this  end  and  from  com- 
petitors of  consignees  at  the  other  end. 

In  some  foreign  countries  mistakes  in  marking  are  very  costly 
to  the  importer.  For  instance,  in  a  country  where  it  is  pre- 
scribed that  each  package  of  a  shipment  shall  receive  a  serial 
number,  all  goods  bearing  duplicate  numbers  may  be  subject  to 
a  heavy  fine  in  the  form  of  increased  duties. 

Necessary  Marks. — None  but  the  absolutely  necessary  marks 
should  appear  on  export  cases.  If  second  hand  cases  are  used, 
all  old  marks  should  be  thoroughly  erased.  Anything  save 
the  essential  particulars  serves  only  to  confuse.  Advertising 
matter  on  the  exterior  of  cases  for  foreign  shipment  is  almost 
always  useless  as  advertising,  gives  a  clue  to  thieves  as  to  the 
contents  of  the  case  and  preferably  should  be  omitted.    The  re- 


Digitized  by 


Google 


PREPARING  SHIPMENTS  375 


• 


quired  marks  should  not  only  be  legible  but  they  should  be 
prominent  and  inefifaceable  under  all  conditions.  Their  arrange- 
ment on  the  surface  of  the  package  should  be  such  as  to  facili- 
tate rapid  handling. 

The  essential  marks  are :  the  symbol  or  device  of  the  consignee ; 
the  name  of  the  port,  usually  placed  underneath  the  symbol ;  the 
serial  number  of  the  case ;  the  gross  and  net  weights  in  pounds 
or  in  kilos  or  in  both,  as  may  be  required ;  sometimes  the  meas- 
urement of  length,  breadth  and  thickness  of  the  package  in  feet 
and  inches. 

The  Consignee's  Mark. — The  symbol,  which  represents  the 
consignee  and  which  is  often  arranged  by  him,  may  be  written 
in  a  great  variety  of  forms.  It  usually  consists  of  one  of  several 
letters  either  alone  or  in  conjunction  with  a  diamond,  a  triangle, 
a  square,  a  circle,  a  heart,  or  some  similar  design.  The  following 
are  typical  examples  of  such  symbols  as  employed  in  export 
shipping:    Such  symbols  identify  the  consignee  and  sometimes. 


A 


lOELBOURNE 


as  in  the  illustration  of  the  mark  for  Valparaiso,  include  a  num- 
ber which  refers  to  the  number  of  the  order  or  indent,  or  some 
other  identification  chosen  by  the  consignee.  The  letters  used 
may  be  the  initials  of  the  firm  name  or  others  arbitrarily  chosen, 
perhaps  designed  to  give  no  clue  to  the  consignee. 

The  Port  Mark. — The  port  mark  is  really  the  most  essential 
of  all.  By  port,  however,  is  not  necessarily  meant  the  actual 
seaport.  It  is  the  term  used  to  indicate  the  ultimate  point  of 
destination.  Goods  intended  for  a  customer  in  Santiago,  Chile, 
should  not  be  marked  Valparaiso  (in  the  absence  of  special  in- 
structions so  to  mark)  simply  because  Valparaiso  is  the  port  and 
the  terminus  of  the  ship's  voyage.  The  port  mark  should  be 
clear  and  distinct  and  written  in  larger  characters  than  any  other 
marks.    The  whole  symbol  should,  when  possible,  measure  from 
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12  to  15  inches  across.    The  port  name  in  letters  2V^  inches  high. 

Package  Numbers. — Serial  numbers  are  given  to  the  cases  of 
a  shipment,  usually  placed  alongside  of  such  symbols  as  those 
above  illustrated.  Instructions  may  be  received,  for  example,  to 
** number  cases  from  10  up.'*  This  means  that  one  case  is  to  be 
numbered  10,  another  11  and  so  on.  There  must  be  no  dupli- 
cates in  these  numbers,  nor  must  any  number  be  omitted.  If 
two  cases  arrive  in  a  foreign  custom  house  bearing  the  same  num- 
ber immediate  suspicion  is  aroused  of  an  attempt  to  defraud  the 
customs.  If  one  number  in  a  series  has  been  passed  over,  the 
consignee  is  naturally  fearful  that  a  case  has  been  lost. 

Exactness  of  all  Harks. — Extreme  care  must  be  taken  in 
noting  the  gross  and  net  weights  of  cases,  as  has  already  been 
suggested.  They  must  be  as  accurate  and  e^act  as  the  most 
careful  weighing  can  make  them  and  like  all  other  marks  must 
correspond  letter  for  letter  with  marks  given  on  invoices  and 
consular  documents,  otherwise  heavy  fines  are  likely  to  result 
with  endless  inconvenience  and  great  delay,  because  the  contents 
then  have  to  be  taken  out  and  weighed  separately  in  custom 
house  at  port  of  destination.  Unless  the  shipper  is  in  constant, 
continuous  touch  with  a  given  market  he  will  do  well,  when  ready 
to  despatch  each  separate  shipment,  to  inquire  as  to  all  the 
formalities  required  in  marking,  as  well  as  in  other  regards, 
of  the  nearest  consul  in  the  United  States  of  the  country  in 
question.  For  example,  certain  countries  require  that  marks 
appear  on  more  than  one  side  of  a  case. 

Warning  Harks  Useless. — ^Familiar  phrases  like  ''Handle  with 
care,"  ''This  side  up,"  "Keep  dry,"  "Fragile,''  "Stow  away 
from  boilers,"  may  usually  just  as  well  be  omitted.  They  have 
no  appreciable  effect  on  longshoremen  anywhere  and  when  cases 
go  to  a  country  where  some  other  language  is  spoken  such  in- 
structions in  English  carry  no  weight  whatever,  unless  it  is 
"fragile"  which  is  much  the  same  word  in  several  languages.  It 
is  the  shipper  himself  who  must  provide,  against  all  contingencies 
and  so  pack  goods  that  it  will  not  matter  whether  they  are 
handled  carefully,  go  right  side  up,  or  get  wet.  In  exceptional 
cases  where  it  is  thought  that  some  effort  must  be  made  to  try  to 
secure  especially  favorable  treatment  for  goods,  legends  of  this 
sort  may  be  used ;  but  if  so,  they  should  be  written  not  only  in 


Digitized  by 


Google 


PBEPASING  SSIPMENTS  377 

English  but  in  appropriate  foreign  languages.  As  a  rule,  how- 
ever, such  instructions,  like  any  other  marks,  often  serve  to  ob- 
scure the  essential  feature,  that  is,  the  symbol  and  the  port  mark. 
How  Harks  Are  Applied. — Crayon  marks,  tags  or  cards 
should  never  be  used  in  export  shipping.  Marks  should  pref- 
erably be  applied  by  a  stencil ;  in  default  of  stencil,  painted  on 
by  a  brush  and  indelible  ink.  They  must  not  only  be  prominent 
and  recognizable  at  a  glance,  but  they  must  be  ineffaceable,  not 
likely  to  be  washed  away  or  blurred  by  rain  or  sea  water,  or 
rubbed  off  by  abrasion  with  other  cases.  The  stencil  insures 
clearness  and  legibility  and  may  be  used  even  for  the  special 
symbols  adopted  by  foreign  customers.^  Sometimes  a  little  in- 
genuity is  required  in  devising  satisfactory  ways  of  marking. 
For  example,  the  question  of  how  to  paint  marks  on  iron  and 
steel  girders,  etc.,  to  guard  against  smearing  and  to  be  water- 
proof is  one  that  has  puzzled  many  shippers. 

INVOICINO  EXPORT  GOODS 

Ordinary  domestic  invoice  forms  may  do  for  export  business 
at  the  start,  but  with  the  development  of  that  branch  of  trade  to 
large  proportions,  involving  many  shipments,  it  will  very  likely 
become  desirable  to  print  special  export  forms.  Appropriate 
places  may  be  provided  for  several  necessary  features  in  such 
invoices  that  are  not  required  in  the  home  trade. 

Every  export  invoice  should  be  prepared  in  triplicate,  at  least, 
and  possibly  more  than  three  copies  will  be  required  in  some 
cases.  K  invoices  are  cashed  by  banks,  those  institutions  will 
require  at  least  two  copies  of  the  invoice,  while  an  extra  copy 
should  be  forwarded  direct  to  foreign  customer.* 

It  may  here  be  noted  that  the  contents  of  the  invoice  should 
also  be  epitomized  in  an  accompanying  letter,  or,  better  still,  in 

1  Stencil  marking  is  obligatory  in  all  ehipments  to  Chile,  or  to  Bolivia 
by  way  of  Chilean  ports.  Marks  (either  brush  or  stencil)  including  name 
of  steamer  must  appear  on  two  adjacent  sides  of  each  package  shipped  to 
Argentina. 

2  Here  it  should  be  noted  that  our  common  colloquial  use  of  the  word 
"biU"  instead  of  "invoice"  is  not  only  incorrect  but  is  likely  to  lead  to 
misunderstandings  if  employed  in  correspondence  with  foreign  customers. 
They  understand  by  "bill" — ^bill  of  exchange,  i.e.,  a  draft.  We  speak  of 
some  paper  money  as  "bills" — ^the  English  people  all  over  the  world  call 
them  "bank  notes." 
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a  letter  sent  in  advance  of  shipment.  Such  letter  should  give 
any  necessary  information  on  points  that  are  not  elaborately 
explained  in  the  invoice  itself,  and  should  invariably  repeat  such 
essential  details  as  the  name  of  the  steamer  and  the  date  of  its 
sailing,  if  possible  with  expected,  approximate  arrival  date  at 
destination,  if  the  boat  is  a  tramp  or  irregular  liner,  or  if  there 
is  to  be  transshipment. 

In  some  instances,  owing  to  financial  and  other  arrangements, 
the  documents  such  as  bill  of  lading  and  invoice  cannot  be  sent 
forward  at  the  same  time  as  the  goods,  and  possibly  the  next 
following  steamer  may  not  sail  for  some  time.  In  such  cases  it 
is  better  to  arrange  to  send  even  an  incomplete  invoice,  i.e.,  an 
invoice  with  charges  to  follow,  accompanied  by  copy  of  the  bill 
of  lading,  by  the  steamer  which  takes  the  goods  and  to  subordi- 
nate the  financial  arrangements  to  this  plan.  The  essential 
features  of  an  export  invoice  should  be  memorized  by  the  export 
manager.  On  no  account  should  an  invoice  be  despatched  until 
it  has  been  checked  by  a  person  other  than  the  one  who  first 
wrote  it. 

Clearness  in  Export  Invoices. — Once  more,  absolute  unvary- 
ing exactness  must  here  be  emphasized.  Errors  of  omission  or 
commission  in  the  export  invoices  may  be  far  worse  than  annoy- 
ing or  perplexing  to  one's  foreign  customer.  They  may  involve 
him  in  heavy  fines.  Moreover,  here  again,  simple,  clear  lan- 
guage is  positively  essential.  The  descriptions  of  the  goods  in- 
voiced must  be  full  and  explicit,  without  abbreviations  or  trade 
terms.  They  must  leave  nothing  to  guesswork  or  the  imagina- 
tion. The  mere  fact  that  the  printed  part  of  a  manufacturer's 
invoice  declares  him  to  be  a  maker  of  hosiery  should  not  be 
assumed  to  be  suflScient  to  identify  the  goods  invoiced  as  hosiery. 
For  aught  foreigners  in  custom  houses  or  other  positions  may 
know  the  hosiery  manufacturer  may  be  shipping  chairs,  or  hard- 
ware, or  livestock. 

The  dollar  mark  ($)  should  precede  all  prices,  extensions  and 
footings.  Importers  and  foreign  custom  houses  receive  invoices 
in  many  different  currencies ;  no  room  for  doubt  should  be  given 
as  to  that  in  which  goods  are  priced. 

The  abbreviations  so  often  used  by  bookkeepers  in  making 
out  invoices  for  the  home  trade  are  frequently  enigmas  to  the 
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trade  in  our  own  country  and  absolutely  unintelligible  to  any 
one  outside  the  trade.  One's  foreign  customers  cannot  be  ex- 
pected to  guess  what  even  the  commonest  abbreviations  used  in 
the  trade  of  the  United  States  may  represent.  No  harm  cer- 
tainly is  done  if  it  is  necessary  to  fill  two  lines  of  an  invoice  with 
a  full  description  of  the  article  shipped  instead  of  condensing  it 
by  means  of  abbreviations  into  half  a  line.  Foreign  customers 
will  be  thankful  for  the  fuller  expression. 

Exactness  in  Invoice  Details. — Invoice  descriptions  must  be 
honest  and  exact.  All  widths,  lengths,  weights,  etc.,  stated  on 
invoices,  stamped  on  the  goods,  or  printed  on  cartons  or  labels, 
must  be  actual  and  not  nominal,  no  matter  what  '* trade  custom'* 
may  be,  or  how  customary  exaggerations  or  euphemisms  may  be 
discounted  or  understood  in  this  country.  Moreover,  the  whole 
invoice  must  be  in  one  hand  writing  or  if  written  on  the  type- 
writer must  be  uniform  throughout.  Corrections,  interlinea- 
tions, additions,  must  conform  to  the  style  of  the  whole. 

Manufacturers  will  often  be  approached  by  some  foreign  cus- 
tomers with  a  request  that  special  invoices  be  supplied  for  cus- 
tom house  purposes  on  which  values  or  totals  will  appear  in 
greatly  reduced  form,  or  sometimes  customers  will  request  blank 
invoice  forms  from  the  manufacturer  in  order  that  they  them- 
selves may  make  out  special  invoices  to  be  presented  to  the  cus- 
tom house.  No  self-respecting  exporter  should  accede  to  re- 
quests of  this  nature.  He  ought  not  to  become  a  partner  in  such 
an  operation,  and  he  ought  not  to  lend  the  appearance  of  his 
name  to  such  an  attempt.  Yet,  he  should  not  necessarily  regard 
the  customer  making  such  a  request  as  a  scamp.  Under-valua- 
tions  in  a  good  many  countries  are  so  much,  the  established  rule 
that  they  are  locally  looked  upon  as  entirely  moral,  if  not  praise- 
worthy. 

Necessary  Particulars  in  Invoices.^ — ^AU  foreign  invoices 
should  include  among  other  details  the  following :  The  number 
or  date  of  indent  or  order;  the  mode  and  route  by  which  the 
goods  are  forwarded;  the  marks,  numbers  and  nature  of  pack- 
ages (case,  box,  crate,  barrel,  bag,  sack,  bale,  etc.) ;  the  terms  of 
carriage,  P.O.B.  (free  on  board),  C.I.P.  (cost,  freight,  insur- 

1  See  Form  4. 
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ance),  etc.  Reference  is  often  made  to  other  particulars  such  as 
insurance,  arbitration  in  case  of  dispute,  etc. 

In  addition  to  a  number  or  other  means  of  identifying  a  given 
invoice,  it  will  often  prove  useful  to  give  each  a  distinctive  code 
word.  This  facilitates  cable  references  to  it,  as  do  code  words 
often  assigned  each  item  of  an  invoice.  With  such  code  words 
repeat  orders  by  cable  are  easy.  Of  course  all  must  be  duly  and 
permanently  registered  in  some  appropriate  record,  both  to  avoid 
duplication  of  the  words  and  to  enable  quick  reference  and 
identification. 

Every  item  included  in  a  shipment  must  be  invoiced.  Even 
if  no  charge  is  made  by  the  shippers,  still  custom  houses  at  ports 
of  destination  may  impose  duties.  Quantities  of  catalogues 
should  appear  on  the  face  of  the  invoice  with  statement  of  their 
weight ;  so  should  advertising  electrotypes.  Spare  or  extra  parts 
or  accessories,  not  properly  forming  part  of  a  whole,  even  if  no 
charge  is  made  for  them,  must  appear  in  the  invoice  with  state- 
ment of  their  weight  and  value — although  the  latter  is  not  car- 
ried into  the  extensions  when  payment  is  not  expected. 

All  marks,  numbers,  etc.,  repeated  on  the  invoices  must  corre- 
spond letter  for  letter  with  marks  on  cases.  The  gross  and  net 
weights  of  each  package  must  be  given.  Opposite  each  item 
there  should  be  indicated  the  number  of  the  case  in  which  it  is 
packed.  Usually  it  is  desirable,  sometimes  necessary,  to  invoice 
together  all  goods  packed  in  a  certain  case,  with  note  of  its 
gross  and  net  weights  and  the  value  of  the  package  as  a  whole, 
besides,  of  course,  the  value  of  each  article. 

When  several  packages  or  boxes  are  strapped  or  bound  to- 
gether so  as  to  form  one  package  (e.g.,  small  cases  of  codfish)  in 
addition  to  the  gross  weight  of  the  whole  package,  the  gross  and 
net  weight  of  each  smaller  package  should  also  be  stated.  This 
does  not  apply  to  articles  shipped  in  bulk  customarily  bound  into 
bundles  like  staves  or  handles. 

Invoice  Details  for  Special  Blarkets. — In  the  case  of  goods 
shipped  to  Australia,  New  Zealand  or  South  Africa,  it  is  neces- 
sary to  show  on  the  invoice  the  cost  of  boxing  or  crating,  of  cart- 
age from  factory  to  railway  station  and  the  freight  from  local 
station  to  port  of  shipment.  This,  no  matter  whether  manufac- 
turers' quoted  prices  include  all  these  particulars  and  cover  de- 
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livery  at  port.  Under  the  laws  of  these  Colonies  these  several 
component  parts  of  the  cost  of  the  goods  must  appear  on  the 
invoice ;  the  actual  factory  cost  of  the  goods  must  be  shown,  plus 
these  several  other  items.^  Customs  authorities  of  the  Colonies 
named  are  empowered  to  refuse  entry  of  goods  which  are  not 
accompanied  by  such  proper  documents.  Special  details  are  also 
required  for  some  other  markets,  particularly  in  connection  with 
"consular  invoices"  which  will  be  considered  in  another  chapter. 

Totals  and  Signatures. — All  discounts  should  be  deducted  on 
the  face  of  the  invoice,  even  the  cash  discount  if  any  has  been 
quoted ;  but  no  discount  must  be  called  ' '  cash'  'or  *  *  export. ' '  It 
is  a  good  plan  in  shipping  to  many  countries  to  make  the  ex- 
tensions of  the  value  of  contents  of  each  case  net,  that  is,  deduct 
the  appropriate  discounts  in  each  extension  covering  items 
packed  into  one  case,  so  that  the  exact  value  of  that  particular 
case  will  be  shown. 

If  necessary  to  convert  the  value  of  an  invoice  into  some 
foreign  currency,  that  conversion  is  usually  made  at  the  foot  of 
the  invoice  where  the  total  in  dollars  and  cents  is  turned  into 
foreign  money  at  a  rate  of  exchange  which  is  stated. 

All  foreign  invoices  should  invariably  be  signed  by  some  one 
connected  with  the  house  in  an  official  capacity  and  having  au- 
thority to  affix  the  firm  or  company  signature.  In  many  coun- 
tries invoices  have  no  legal  force  unless  so  signed. 

It  is  customary  to  sign  invoices  at  the  foot,  preceded  with  the 
expression  **E.  and  O.E."  (errors  and  omissions  excepted). 
This  is  purely  a  matter  of  form,  intended  to  reserve  to  the 
shippers  the  right  to  rectify  any  errors  or  omissions.  Legally  it 
is  of  no  effect  whatever,  as  every  invoice  or  statement  of  account 
is  only  presumptive  evidence  and  in  case  of  dispute  must  be 
proven.  None  the  less,  following  accepted  and  long  established 
custom,  so  signing  invoices  will  be  an  indication  of  the  shipper's 
familiarity  with  export  practice. 

STTNDBT  DOCTTMENTS 

Referring  now  to  the  bookkeeping  or  invoicing  department  of 
the  office,  there  are  sundry  papers  other  than  the  invoice  which 
should  accompany  export  shipments  for  the  information  or  assist- 

1  See  reyerse  of  Form  2. 
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ance  of  customers.  The  slight  care  and  work  involved  in  put- 
ting all  into  acceptable  shape  will  be  amply  repaid  by  the  cus- 
tomer's increased  satisfaction  in  doing  business  with  us.  Sev- 
eral copies  of  the  invoice  are  required  because  most  shipments  are 
financed  through  banks  which  require  at  least  two  copies,  while 
another  should  be  sent  direct  to  customer.  Duplicates  at  least, 
if  not  triplicates,  of  all  the  other  papers  should  be  prepared, 
although  they  may  or  may  not  accompany  the  more  essential 
papers  passed  through  banks.  Duplicates  are  required  in  order 
to  forward  direct  to  customers  by  separate  mails  to  guard  against 
risk  of  loss. 

Statement  of  Charges.^ — Invoices  should  show  merely  the  cost 
of  goods.  It  must  never  be  forgotten  that  they  are  to  be  em- 
ployed by  importers  of  other  countries  in  clearing  purchases 
through  their  custom  houses.  There  are  almost  always  other 
items  which  have  to  be  charged  to  foreign  customers  which  are 
not  included  in  the  quoted  prices  of  goods.  These  charges  should 
appear  in  a  separate  document  which  may  be  called  a  Statement 
of  Charges.  It  will  include  the  invoice  totals  plus  these  other 
charges,  the  grand  total  representing  the  whole  indebtedness  of 
the  customer  in  the  transaction  covered. 

These  other  charges  which  have  been  prepaid  for  the  account 
of  a  customer  may,  for  example,  include:  cartage,  railway  freight, 
possibly  extra  packing,  when  these  items  are  not  included  in  the 
invoice  costs;  the  ocean  freight  charges,  which  almost  always 
have  to  be  prepaid;  premium  of  marine  insurance;  possibly 
petties,  such  as  cablegrams  or  cost  of  postage,  although  as  a  rule 
it  is  best  to  avoid  trifling  charges  of  such  nature.  Statement  of 
charges,  when  required  and  when  it  serves  to  represent  the  total, 
that  is,  the  sum  for  which  the  manufacturer  is  drawing  a  draft 
against  the  foreign  customer,  must  also  accompany  invoices  which 
are  passed  through  bankers'  hands. 

Packing  List  or  Measurement  Note.^ — The  Packing  List  or 
Measurement  Note,  which  is  another  desirable  document,  need 
not,  however,  necessarily  go  to  bankers  (although  it  usually 
does),  since  the  information  given  in  it  is  not  of  special  interest 
to  them  as  referring  to  the  actual  value  of  the  shipment.    The 

1  See  Form  5. 
3  See  Form  6. 
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BROWNE,  GREENE  &  WHYTE 

CINCINNATI  AND  NEW  YORK 

STATEMENT  OF  CHARGES 

statement  No.J224Jt__  Applying  to  Invoice  No^.6234. 

New  York,-Attg«i9.t..?i.J91... 


Transfer  to  Steamer 

t7.40 

Reooopering  Case  #9 

3.85 

Ocean  Freight' Prepaid 

£48.16.6     e  j^4.86 

- 

237.29 

liarine  Insurance  on    $1835.0 

a 

'9.13 

War  Risk  Insurance  0    i% 

9.13 

$265.20 


Exchange  G  |4.82    .£55.  0.6 
Invoice  #6284  341.14.7 

£396.15.1 
E.   &  O.E. 

August  31,   191 

BRO^fNEj  GREENS  A  WHYTE 

^y^  President 

Form  5 — Statement  of  Charges. 

8andr7  charcei  applying  to  invoice  Illustrated  in  Form  4  are  her.  up 
arat«l7  enumerated.  Thia  way  of  making  these  chargea  is  sometimes  de 
sirable.  Instead  of  writing  them  on  the  face  of  the  invoice  itself. 
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invoice  will  or  should  show  in  just  which  case  of  a  shipment  each 
particular  item  is  packed.  A  packing  list  should  also  be  supplied 
giving  the  reverse  information,  that  is,  just  what  is  contained  in 
each  case,  but  more  especially  the  net  and  gross  weights  and 
cubic  measurements  of  each  case.  Such  a  list  is  especially  useful 
to  importers  when  a  shipment  consists  of  a  large  number  of 
packages. 

Other  Papers. — Other  papers  which  may  have  to  be  prepared 
to  accompany  export  shipments  vary  with  the  circumstances  of 
such  shipments,  but  almost  always  include  notice  of  draft  sent  by 
shippers  directly  to  customers  telling  the  latter  how  collection  is 
being  made,  amount  and  terms  of  draft,  etc.^  This  will  be  the 
better  understood  when  we  reach  the  chapter  considering  methods 
of  financing  foreign  business. 

In  some  lines  it  is  necessary  to  supply  certificates  of  inspection, 
analysis,  weight,  count,  etc.,  especially  in  connection  with  ship 
ments  of  meats,  oils,  grain,  lumber,  and  similar  commodities. 
Copies  of  these  certificates  are  also  usually  demanded  by  bankers 
who  negotiate  drafts  covering  such  shipments. 

1  See  Form  7. 
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CHAPTER  XII 

MAEmO  THE  SHIPMENT 

Parcel  Post  Facilities  in  Foreign  Trading — Starting  am,  Export 
Shipment  by  Rail  from  an  Inland  Factory — Steamship  Serv- 
ices Available  to  AU  Parts  of  the  World — Ship  Chartering — 
Ocean  Freight  Rates,  How  Governed  and  on  What  Based — 
Advantages  Offered  by  Foreign  Freight  Forwarders  and  How 
They  Operate — The  Various  Formalities  Necessary  in  Making 
an  Export  Shipment — Shipments  in  Bond — Drawback — The 
Steamship  Bill  of  Lading — Consular  Invoices,  What  They  Are 
and  When  Required. 

WHEN  goods  filling  an  export  order  have  been  properly 
prepared  and  packed,  the  manufacturer  finds  him- 
self confronted  with  the  task  of  putting  them  into  the 
hands  of  his  foreign  customers  in  the  most  satisfactory  fashion. 
Export  shipping  practice  differs  from  domestic  in  some  impor- 
tant ways,  but  the  routine  motions  are  easily  and  quickly  learned. 
They  contrast  strongly  in  this  regard  with  the  necessary  formali- 
ties in  importing  goods  which,  in  this  as  in  every  country  having 
a  complicated  tariff,  is  a  strenuous  performance,  intricate  and 
complicated,  only  learned  after  years  of  apprenticeship.  Export 
procedure,  on  the  contrary,  is  simple,  only  requires  ordinary  in- 
telligence, and  most  of  the  detail  work  in  connection  with  it  can 
be  entrusted  to  minor  clerks  after  they  have  received  a  little  in- 
struction and  experience. 

POSTAL  FAGILITIES 

Not  enough  attention  is  given  by  American  manufacturers  to 
facilities  offered  by  the  post  oflSce  for  the  development  of  export 
business.  In  fact,  these  facilities  seem  not  to  be  generally  under- 
stood, for  people  in  Boston  think  it  necessary  to  ask  questions  of  a 
New  York  ''export  authority''  instead  of  seeking  information  at 
their  own  post  oflSce  or  asking  there  for  a  copy  of  the  Official 
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Postal  Guide  and  themselves  studying  the  regulations.  The 
facilities  now  in  question  range  from  low  rates  of  postage  on 
commercial  papers  (that  is,  copies  of  invoices,  bUls  of  lading 
and  other  documents)  to  sample  post  and  parcel  post. 

Foreign  Parcel  Post. — Small  orders  can  frequently  be  des- 
patched to  foreign  customers  more  cheaply  and  more  expedi- 
tiously by  Parcel  Post  than  by  any  other  means.  Even  when  a 
shipment  exceeds  the  limit  of  eleven  pounds  in  weight  for  a 
single  parcel  post  package,  it  can  often  be  divided  into  several 
parcels,  each  falling  within  that  limit.  The  parcel  post  is  some- 
times preferred  by  customers,  even  when  its  cost  is  a  little  higher 
than  some  other  means  of  forwarding,  because  custom  house  regu- 
lations applying  to  packages  thus  received  are  in  many  coun- 
tries by  no  means  so  severe  as  they  are  when  goods  are  received 
as  steamship  cargo,  in  fact,  such  packages  sometimes  pass  with 
scant  attention  to  the  levying  of  duty.  It  is  seldom  in  any  coun- 
try necessary  to  employ  a  custom  house  broker  in  order  to  get 
possession  of  goods  shipped  by  parcel  post,  whereas  the  broker 
is  unavoidable  when  cargo  has  to  be  passed  in  the  usual  way, 
no  matter  whether  there  is  a  single  paper  parcel  or  a  hundred 
big  cases  in  a  shipment. 

Not  the  same  sort  of  protection  is  required  in  making  up  pack- 
ages for  the  parcel  post,  although  strong  waterproof  wrappings 
are  advisable.  The  post  office  itself  packs  parcels  into  bags  or 
cases  for  foreign  shipment,  which  receive  the  greatest  care  in 
despatch  and  invariably  the  first  attention  of  the  steamship 
people.  Flimsy  pasteboard  boxes  are  not  accepted.  Post  ofiBce 
rules,  to  be  found  in  the  Official  Guide,  give  advice  as  to  suitable 
packing  for  the  foreign  mails. 

While  the  United  States  has  not  yet  concluded  parcel  post 
conventions  with  all  countries,  still  most  of  the  principal  markets 
of  the  world  can  now  be  thus  reached  from  this  country  and  this 
postal  facility  will  doubtless  be  extended  before  long  to  those 
conspicuous  now  by  their  absence  from  the  list.  A  manufacturer 
may,  however,  sometimes  manage  to  put  his  goods  by  this  means 
cheaply  into  the  hands  of  customers  in  countries  not  reached  by 
direct  parcel  post  from  the  United  States  by  exercising  a  little 
ingenuity.  For  example,  the  British  parcel  post  reaches  every 
nook  and  comer  of  the  earth. 
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PARCEL  POST  TO  FOREIGN  COUNTRIES 

POSTAGE,   SIZE,  WEIGHT,  AND  VALUE 

Postage 12  cents  a  pound  of  fraction  thereof 

Greatest  lengtii   (for  exceptions  see  Postal  Guide)    3  feet  6  inches 

Greatest  length  and  girth  combined   (for  exceptions  see  Postal  Guide) 6  feet 

Limit  of  weight  in  general,  but  see  Postal  Guide 11  pounds 

Value    Not  limited 

LIST  OF  PARCEL  POST  COUNTRIES 

Subjeot  to  change  and  extension.     Always  consult  local  postmasters   and  latest 

supplements  to  Postal  Guide. 


Algeria** 

Argentina 

Australia 

Austria 

Bahamas 

Balearic  Islands** 

Barbados 

Belgian     Congo** 

Belgium 

Bermuda 

Bolivia 

Brazil* 

Br.  East  Africa** 

British   Guiana 

British    Honduras 

British  India** 

Br.   New  Guinea 

Canary    Islands** 

Chile 

China* 

Colombia 

Corsica** 


Re- 


Costa   Rica 

Denmark 

Dominican 

public 
Dutch  Guiana 
Dutch  E.  Indies 
Ecuador 
Egypt** 
France 

French  Guiana 
French  India** 
Germany 
Gibraltar 
Great  Britain 
Greece 
Guatemala 
Haiti 
Honduras 
Hong  Kong 
Iceland 
Italy  and  Colonies 


Jamaica 

Japan 

Liberia 

Luxembourg 

Malta** 

MCanchuria** 

Mesopotamia** 

Mexico* 

Morocco  (Span.)^ 

Netherlands 

Newfoundland 

New  Zealand 

Nicaragua 

Norway 

Palestine** 

Panama 

Paraguay** 

Persia* 

Persian  Gulf* 

Peru 

Portugal 


Roumania 

SalvadcNT 

Siam 

Society  Islands 

South  Africa 

Sudan** 

Spain 

Sweden 

Syria** 

Tibet* 

Trinidad 

Tunis** 

Turkey 

Turks    Island 

Uganda** 

Uruguay 

Venezuela 

West        Indies  — 

British,    Dutch, 

French 
Zanzibar** 


*  Principal  places  only. 

**  Packages  for  these  countries  are  transmitted  through  the  intermediary  of 
another  country,  involving  additional  charges  for  transportation  over  its  ter- 
ritory, which  charges  as  well  as  regular  postage  must  be  prepaid  in  the  United 
States.     Enquire  at  any  post  office. 

REGULATIONS 

In  general,  any  article  admissible  to  the  domestic  mails  of  the  United  States 
may  be  sent  in  unsealed  packages  by  Parcel  Post.  A  letter  or  communication  of 
the  nature  of  personal  correspondence  must  not  be  enclosed  with  any  parcel.  No 
parcel  may  contain  packages  addressed  to  persona  other  than  the  person  named 
in  the  outside  address  of  the  parcel  itself. 

Parcels  must  not  be  posted  in  a  letter  box  or  package  box,  but  must  be  taken 
into  the  Post  Office  and  presented  to  the  officer  or  clerk  in  charge. 

Every  parcel  must  be  securely  and  substantially  wrapped  in  such  a  way  that 
its  contents  may  be  easily  examined.  Parcels  wrapped  in  thin,  flimsy  paper  or 
packed  in  thin  pasteboard  boxes  will  not  be  accepted.  Wooden  boxes  having  lids 
screwed  or  nailed  on  and  bags  closed  by  sewing  may  be  used,  provided  they  are 
presented  at  the  post  office  open  for  inspection  and  afterwards  closed  by  the 
sender. 

CUSTOMS  DECLARATIONS 

A  Customs  Declaration  obtainable  at  the  post  office  must  be  properly  and  fully 
filled  out,  stating  the  actual  contents,  value,  etc.,  of  the  parcel.  It  must  be  firmly 
attached  to  the  cover  of  the  parcel.  Si>eciai  instructions  and  the  number  of  copies 
required  by  different  countries  may  be  learned  from  the  Postal  Guide. 

CERTIFICATES  OF  MAILING 
The  office  of  mailing  will,  if  requested,  fill  out  and  date-stamp  a  "certificate  of 
and  hand  the  same  to  the  sender. 


REGISTRATION 
The  sender  of  a  parcel  addressed  to  any  country  except  those  specifically  ex- 
cepted (see  Postal  Gfuide),  may  have  the  same  registered  by  paying  a  registration 
fee  of  10  cents,  and  if  requested  will  receive  the  "Return  Receipt"  without  special 
charge  therefor;  but  the  Post  Office  Department  is  in  no  case  responsible  for  loss 
or  damage  to  any  parceL 

CUSTOMS  DUTIES 
Customs  duties  on  parcels  for  foreign  countries  cannot  be  prepared  by  the  senders. 
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If  the  manufacturer  has  an  office,  an  agent,  or  even  an  inti- 
mate friend,  in  Great  Britain  of  whom  he  can  ask  a  favor,  he 
can  forward  a  parcel  intended  for  a  customer  in  Zurich  to  such 
a  correspondent  in  Great  Britain  with  the  .  request  that  it 
be  reforwarded  by  parcel  post  to  Zurich.  Regulations  for- 
bid enclosing  addressed  parcels  under  cover  to  a  different  ad- 
dress. There  is  nothing,  however,  to  prevent  sending  a  parcel 
to  a  correspondent  in  Great  Britain  and  at  the  same  time  writ- 
ing that  correspondent  a  letter  identifying  the  parcel  in  ques- 
tion and  giving  instructions  for  re-wrapping  and  re-address- 
ing it.  In  Great  Britain  in  normal  times  no  duties  on  ordi- 
nary merchandise  will  bother  the  American's  correspondent 
there,  but  the  proceeding  now  suggested  involves  the  pa3mient  of 
double  parcel  post  rates.  Adopting  this  suggestion  implies,  of 
course,  sufficiently  close  relations  with  a  correspondent  in  Great 
Britain  to  warrant  requesting  a  favor  that  will  require  his  time 
and  attention  and  the  laying  out  of  a  small  sum  of  money. 

The  list  of  countries  to  which  parcels  may  be  sent  by  post  from 
the  United  States  together  with  all  regulations  governing  the 
despatch  of  such  parcels  can  be  learned  at  any  post  office  or, 
in  detail,  by  reference  to  the  Official  Postal  Guide.  Emphasis 
may,  however,  be  laid  on  the  possibility  of  paying  a  registration 
fee  of  10  cents  per  package  and  receiving  through  the  post  office 
a  "return  receipt."  This  is  often  overlooked  but  affords  the 
shipper  proof  that  his  goods  have  actually  been  delivered  to  his 
foreign  customer.  Further,  a  "certificate  of  mailing"  may  be 
obtained  on  request  from  that  United  States  post  office  from 
which  a  foreign  parcel  is  despatched. 

Sample  Post. — ^It  is  possible  to  send  to  all  countries  of  the 
world  embraced  in  the  International  Postal  Union  (except  in 
times  of  war)  small  packages  of  samples  weighing  not  to  exceed 
12  ounces  gross  at  the  rate  of  2  cents  for  the  first  four  ounces 
and  1  cent  for  each  additional  2  ounces  or  fraction  thereof. 
This  class  is  supposed  to  be  restricted  to  actual  samples  "of  no 
commercial  value."  Sometimes  packages  tendered  are  refused 
because  contents  are  considered  intrinsically  valuable.  United 
States  authorities  construe  the  term  "no  commercial  value" 
much  more  strictly  than  do  similar  authorities  in  many  other 
countries.    A  pair  of  gloves  might  be  regarded  in  the  United 
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States  as  not  admissible  to  Sample  Post,  although  honestly  in- 
tended as  samples,  and  readily  accepted  as  such  in  England,  for 
example.  It  is  possible,  of  course,  to  forward  one  article  of  a 
pair  in  one  package  and  its  mate  in  a  separate  package  by  subse- 
quent mail,  but  this  may  involve  payment  of  double  duties  by  the 
addressee  because  custom  houses  ever3rwhere  are  quite  well  ac- 
quainted with  efforts  of  this  sort  to  get  goods  through  without 
payment  of  duties  and  are  likely  to  assess  full  duty  on  each  half 
of  a  pair,  anticipating  that  mates  are  to  arrive  on  some  other 
occasion  and  might  escape  detection.  While  the  limit  of  twelve 
ounces  applying  to  sample  post  does  not  permit  despatch  of 
samples  of  a  good  many  articles,  yet  it  is  a  facility  by  no  means 
to  be  despised  and  even  affords  a  quick  way  of  putting  samples 
of  greases,  liquids,  etc.,  when  packed  in  approved  containers,  into 
the  hands  of  one's  foreign  customers  or  prospects  without  great 
expense. 

Gonunercial  Papers. — Some  saving  in  postage  can  often  be 
made  when  a  heavy  lot  of  documents  of  no  special  value  have  to 
be  forwarded  abroad,  by  posting  them  as  "Commercial  Papers" 
in  unsealed  packets,  but  firmly  secured  to  avoid  loss  in  the  mails. 
This  classification  is  intended  to  apply  to  documents  that  have 
not  the  character  of  an  actual  or  personal  correspondence  and 
applies  to  bills  of  lading,  invoices,  copies  generally,  and  in  sev- 
eral respects  is  much  more  liberal  as  applying  to  the  foreign  post 
than  it  is  within  our  own  borders.  Ten  ounces  may  be  sent  for 
5  cents  and  each  2  ounces  in  excess  of  10  ounces  cost  1  cent 
additional. 

STABTINO  FBOM  INLAND  FAGTOBT  BT  BAIL 

Extraordinary  as  it  may  seem,  it  is  a  fact  that  a  good  many 
manufacturers  not  located  on  the  seaboard  apparently  expect 
that  their  foreign  shipments  will  take  care  of  themselves,  once 
loaded  into  a  railway  freight  car.  '*  There  is  one  point  which 
causes  considerable  trouble  not  only  to  the  railroad  but  to  both 
the  shipper  and  the  consignee,  namely,  the  fact  that  some  ship- 
pers not  thoroughly  acquainted  with  the  handling  of  export 
freight  will  send  forward  a  shipment,  say  to  Glasgow,  Scotland, 
take  out  the  local  order  railroad  bill  of  lading,  send  the  goods 
forward,  put  their  bill  of  lading  through  the  home  bank  and  rest 
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peacefully,  presuming  the  goods  will  go  to  Glasgow,  while  as  a 
matter  of  fact  the  goods  will  stay  in  New  York  City.  They  are 
not  even  billed  in  care  of  any  steamship  agent,  forwarder  or  for- 
eign freight  agent. 

'^In  due  time  the  railroads  are  informed  that  these  goods 
are  on  one  of  their  piers,  which  necessitates  their  tracing  back  to 
the  shipping  point,  leading  to  the  discovery  that  there  are  no 
papers,  no  instructions  and  no  arrangements  made  for  forward- 
ing from  seaboard.  It  should  be  fully  understood  by  all  ship- 
pers that  a  local  railway  bill  of  lading  is  of  no  value  on  ship- 
ments beyond  the  seaboard.  Shippers  must  not  send  forward  ex- 
port freight  without  first  making  arrangements  either  with  the 
railroad  company  or  a  forwarding  agent  at  the  port  of  ex- 
portation."* 

How  Bail  Shipments  Are  Handled. — ^AU  of  the  great  railway 
traffic  lines  maintain  foreign  freight  offices  which  are  always 
available  for  information,  rates,  expediting  shipments,  making 
contracts,  etc.  Shipments  from  the  interior  are  handled  in  one 
of  two  ways.  Either  on  a  through  export  bill  of  lading  or  on  a 
local  railroad  bill  of  lading,  billed  to  the  manufacturer's  New 
York  agent,  in  care  of  some  forwarding  agent,  or  in  some  cases 
in  care  of  a  steamship  company. 

When  goods  are  shipped  on  through  bill  of  lading  issued  by  the 
railway,  the  local  railway  representative  advises  his  foreign 
freight  agent  at  New  York  to  engage  space  for  ocean  freight 
and  the  local  agent  in  due  course  hands  the  local  manufacturer 
copies  of  the  through  bills  of  lading,  the  foreign  agent  for  the 
railway  attending  to  all  details  connected  with  the  ocean  trans- 
portation. 

The  local  railroad  bill  of  lading  is  different,  in  that  some  other 
person  at  New  York  is  the  consignee  and  no  arrangements  for 
steamship  space,  etc.,  are  made  by  the  railroad.  When  the  goods 
reach  New  York  an  Arrival  Notice  is  sent  to  the  person  to  whom 
the  goods  are  consigned  and  it  is  his  duty  to  attend  to  subse- 
quent transactions  necessary  for  shipping  the  goods  abroad.  To 
practically  all  European  ports  and  to  most  other  principal  ports 
of  the  world,  with  the  exception  of  those  in  Latin  American 
countries,  through  railway  bills  of  lading  can  be  obtained.    We 

1  Etgport  Bulleiin,  Detroit  Board  of  Trade. 
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shall  shortly  comment  on  the  advisability  of  these  bills  of  lading. 

Early  Despatch  Necessary. — Most  steamers  sail  on  roates 
which  involve  calls  at  more  than  one  foreign  port.  This  is  the 
case  with  almost  all  lines  except  those  to  Europe,  notably  with 
lines  for  Australia  and  New  Zealand,  for  the  West  Coast  of 
South  America,  for  the  Far  East  and  for  South  Africa.  In  such 
cases  goods  from  the  interior  must  be  shipped  to  arrive  at  sea- 
board in  ample  time  for  proper  stowage  in  the  ship. 

It  must  not  be  assumed  that  cargo  for  all  ports  will  be  ac- 
cepted up  to  the  scheduled  day  for  sailing.  Freight  for  the  last 
port  of  call  has  to  be  loaded  into  the  ship  first.  Most  of  these 
steamship  lines  therefore  require  that  goods  for  which  space  has 
been  engaged  shall  be  delivered  on  certain  days  ranging  over  a 
week  or  ten  days  prior  to  the  date  of  sailing.  Delivery  dates  are 
arranged  according  to  ports  of  destination,  as  per  the  steamer's 
schedule.  Freight  for  the  first  port  of  call  may  be  accepted 
sometimes  up  to  the  very  day  of  sailing.  If  other  goods  arrive, 
say,  only  three  days  ahead  of  scheduled  sailing  the  vessel  may 
refuse  further  freight  for  the  special  port  of  destination,  because 
then  loading  for  earlier  ports  of  call. 

The  Baflway  Bill  of  Lading.— Railway  bills  of  lading  cover- 
ing goods  for  foreign  shipment  should  always  be  marked  ''for 
export,"  or  in  the  case  of  carload  shipments  ''for  export,  light- 
erage free."  When  names  and  address,  of  ultimate  consignee 
are  shown  with  measurements  and  weights,  goods  arriving  at 
New  York  are  granted  free  storage  for  five  days  instead  of  for 
forty-eight  hours  only.  This  is  intended  to  provide  for  delays  in 
making  connections  with  outgoing  ocean  steamers.  It  does  not 
apply  to  goods  arriving  in  New  York  from  New  England  points 
and  active  efforts  have  been  made  by  the  railways  to  be  permitted 
to  abolish  all  free  storage.  Full  details  can  always  be  ob.tained 
from  the  shipping  instructions,  eastbound  guide  books  and  other 
publications  of  the  trunk  lines.  Contents  of  a  carload  need  not  be 
all  for  one  consignee  or  even  for  the  same  steamer.  But  a  carload 
for  one  vessel  is  lightered  free  alongside  the  ship. 
.  Shippers  forwarding  their  goods  for  export  via  New  York 
should  be  reminded  that  there  is  no  direct  or  intimate  connection 
between  arriving  railway  stations  and  the  piers  of  ocean  steam- 
ers.   It  is  necessary  for  freight  to  be  carted  from  rail  terminal 
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to  ship's  pier,  unless  goods  are  shipped  in  carload  lots;  in  the 
latter  ease  the  cars  are  lightered  by  the  railways  alongside  the 
vessel  free  of  charge,  within  reasonable  limits  in  New  York 
Harbor. 

The  railway  companies  themselves  will  agree  to  undertake  the 
cartage  of  export  goods  for  certain  specified  rates  and  in  the 
absence  of  any  other  facilities  in  New  York  such  arrangements 
may  be  utilized,  although  usually  money  can  be  saved  by  em- 
ploying foreign  freight  forwarders  or  some  of  the  established 
carting  companies  for  special  jobs.  The  rates  for  cartage  quoted 
by  some  of  the  leading  rail  lines  range  from  50  cents  for  ship- 
ments of  less  than  200  pounds  up  to  75  cents  or  more  for  the 
same  weights,  according  to  location  of  the  steamship  pier  to 
which  delivery  must  be  made,  with  ferry  charges  added  when 
steamers  are  berthed  at  Brooklyn,  Hoboken  or  Jersey  City  piers. 
Rates  are  proportionately  less,  of  course,  for  larger  quantities 
of  freight. 

An  important  matter  quite  often  overlooked  by  inland  manu- 
facturers is  the  necessity  of  supplying  agents  of  any  description 
in  New  York  with  an  oflScially  signed  copy  of  the  railway  bill 
of  lading.  At  many  small  railway  stations  arriving  freight  is 
given  up  by  station  agents  without  requiring  the  production  of  a 
bill  of  lading.  This  practice,  however,  does  not  prevail  in  New 
York  or  other  big  cities  where  consignees  are  not  personally 
known.  It  is  necessary  to  produce  the  railway  bill  of  lading  in 
order  to  get  possession  of  the  freight.  If  the  manufacturer  has 
not  forwarded  such  document  to  his  New  York  shipping  people 
it  becomes  necessary  for  the  latter  to  write  or  telegraph  for  it, 
delay  ensues  and  a  steamer  may  be  lost. 

All  rail  shipments  to  seaboard  ought  to  be  prepaid  even  when 
prices  do  not  cover  such  delivery  and  the  freight  has  to  be  in- 
voiced. Prepayment  of  inland  freight  saves  a  great  deal  of  red 
tape  and  annoyance,  possibly  delay,  after  arrival  at  port. 

STEABISHIP  SEBVIGES 

In  determining  routes  by  which  an  export  order  should  be 
shipped  a  manufacturer  has  to  consider  both  the  fastest  and  the 
cheapest  routes  available  and  must  exercise  due  diligence  to 
despatch  his  goods  in  ample  time  to  catch  a  desired  steamer. 
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No  great  advantages  in  ocean  freight  rates  are  often  obtainable 
in  days  of  steamship  conferences  and  Shipping  Boards,  although 
independent  lines  do  exist.  There  is,  however,  no  excuse  at 
all  for  the  popular  cry  of  lack  of  opportunities  for  shipping 
American  goods  to  any  part  of  the  world,  in  normal  times. 

It  has  not  for  many  years  been  necessary  to  ship  goods  first  to 
Europe  in  order  to  deliver  them  to  customers  in  South  America, 
as  politicians  in  and  out  of  Congress  have  charged.  We  have 
regular  direct  sailings  from  New  York  to  Java  and  Sumatra 
and  to  the  west  coast  of  Africa,  to  points  which  it  is  doubtful  if 
the  average  Congressman  has  ever  heard  of  since  he  discarded 
his  elementary  school  geography.  It  is  true  that  sometimes  the 
post  oiSce  has  despatched  mails  for  South  America  via  Europe, 
because  it  is  American  practice  to  seize  the  first  opportunity  of 
getting  letters  through  to  destination  in  the  shortest  possible 
time.  But  it  is  also  to  be  remarked  that  letters  for  Germany 
used  often  to  be  despatched  by  fast  Cunarders  via  England  in- 
stead of  by  slower  direct  German  boats. 

Services  from  New  York. — It  is  impossible,  as  it  would  be  in- 
advisable, to  attempt  to  give  schedules  or  even  an  outline  of 
steamship  services  in  these  pages.  General  services  can  be 
learned  at  any  time  by  specific  inquiry  of  authorities  in  New 
York  or  by  consulting  files  of  the  New  York  Journal  of  Com- 
merce,  which  will  probably  be  found  in  most  public  libraries  or 
chambers  of  conmierce.  Names  and  addresses  of  steamship  com- 
panies maintaining  services  to  all  parts  of  the  world  are  given  in 
the  Export  Trade  Directory, 

Several  New  York  forwarding  agents  publish  monthly  sailing 
lists  which  are  fairly  complete  and  are  distributed  free  of  charge 
as  advertisements. 

Services  from  Other  American  Ports. — Although  only  about 
37  per  cent,  of  the  total  exports  of  the  country  in  normal  times 
pass  through  the  port  of  New  York,  yet  it  remains  and  must  al- 
ways remain  as  the  greatest  shipping  port  for  the  greatest  num- 
ber of  commodities  and  to  the  greater  number  of  the  world's 
markets.  If  63  per  cent,  of  our  total  exports  are  cleared  through 
other  American  ports  they  are  chiefly  of  special  character  or 
destined  for  certain  special  markets  for  which  such  ports  afford 
peculiar  facilities.    Comparatively  little  grain  or  cotton,  for 
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example,  is  despatched  from  New  York.  Exports  of  similar  de- 
scription are  peculiarly  characteristic  of  certain  special  ports. 

There  are  many  steamship  lines  to  various  parts  of  the  world 
taking  cargo  at  Boston,  Philadelphia,  Baltimore,  Newport  News, 
Savannah,  Mobile,  Galveston  and  at  some  intermediate  ports. 
New  Orleans  boasts  a  large  shipping  business  with  lines  of 
steamers  to  Europe,  to  South  America  and  even  to  the  Orient, 
but  it  is  especially  in  facilities  for  shipping  to  Central  America 
that  this  port  is  prominent. 

San  Francisco  and  the  Puget  Sound  ports,  to  say  nothing  of 
minor  ports  on  the  Pacific  Coast — San  Diego,  Los  Angeles,  and 
Portland,  Oregon— enjoy  especial  facilities  for  shipping  to  the 
Far  East,  to  Australia  and  to  the  West  Coasts  of  Mexico  and 
Central  America.  Specific  information  regarding  services  from 
all  American  ports  is  obtainable  in  ways  just  mentioned. 

Overland  Boutes. — The  major  part  of  our  trade  with  Mexico 
and  Canada  is  carried  on  by  rail  and,  although  such  shipments 
involve  certain  special  treatment,  details  are  readily  obtainable 
from  the  carrying  companies — are  in  fact  often  attended  to  by 
them,  requiring  only  incidental  attention  by  the  shipper. 

Certain  advantages  in  some  respects  attach  to  shipments  from 
the  Middle  West  by  overland  rail  routes  to  Pacific  Coast  ports 
where  transshipment  is  made  to  steamers  for  Australasia  and 
the  Far  East.  A  number  of  concerns  in  Chicago  specialize  in 
combining  carload  shipments  from  manufacturers  in  tributary 
territory  and  making  through  rates  on  carload  and  less  than  car- 
load shipments  via  rail  to  the  Pacific  Coast  and  steamer  thence. 
It  is  claimed  that  it  is  cheaper  for  manufacturers  of  the  Middle 
West  to  ship  to  such  destinations  via  the  Pacific  Coast  than  via 
New  York,  (unless  the  Panama  Canal  route  may  alter  condi- 
tions), although  complaint  is  made  of  exasperating  delays  and 
careless  treatment  of  goods  and  it  is  doubtful  if  consignees  re- 
ceive earlier  delivery  of  their  goods,  and  shipments  are  some- 
times ** split** — to  the  annoyance  and  dissatisfaction  of  customers. 
Through  rates  are  named,  usually  per  one  hundred  pounds. 
Specific  quotations  can  always  be  obtained  from  Chicago  for- 
warding agents. 

Through  B.  B.  Bills  of  Lading.^ — ^Any  of  the  great  railway 

1  See  Form  8. 
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companies  will  arrange  to  issue  through  bills  of  lading  from 
points  on  their  lines  to  foreign  port,  or  even  through  to  inland 
point  of  destination  in  a  foreign  country.  While  such  a  bill  of 
lading  may  sometimes  seem  desirable  to  an  inexperienced  ship- 
per, it  is  doubtful  if,  as  a  rule  it  will  prove  advantageous  to  the 
development  of  an  export  trade.  Grain  shipments  can  thus  be 
handled  because  of  the  immense  volume  of  the  business  and  much 
more  severe  competition  for  it  than  in  general  lines  or  small 
sundry  shipments.  More  economical  arrangements  are  in  most 
cases  possible  by  giving  special  attention  to  competing  rates  and 
services.  It  may  be  observed  that  some  bankers,  at  home  and 
abroad,  especially  in  Australia,  refuse  to  recognize  through  rail- 
way bills  of  lading.  No  definite  sailing  date  or  name  of  vessel 
is  stated ;  the  responsibility  of  carriers  is  with  diflBculty  fixed  in 
frequent  cases  of  short  shipment. 

Bills  of  Lading  to  Inland  Foreign  Points.— It  is  notable  that 
few  large  importers  in  foreign  countries  when  they  happen  to 
be  located  at  inland  points  some  distance  from  their  seaports 
ever  desire  that  goods  be  shipped  to  their  own  cities  on  through 
bill  of  lading.  Carrying  companies  in  the  United  States,  either 
railway  or  steamship,  are  rarely  able  to  name  as  good  rates  or 
procure  as  good  services  for  inland  transportation  abroad  as  im- 
porters are  able  to  obtain  for  themselves  through  agents  which 
all  such  importers  of  considerable  caliber  maintain  at  their  ports. 
The  custom  of  large  importers,  therefore,  is  to  have  shipments 
consigned  in  the  care  of  such  agents  at  seaports  and  all  details 
connected  with  landing  of  goods,  clearing  through  custom  houses 
and  despatch  by  rail  or  otherwise  to  interior  destination  are  at- 
tended to  by  such  agents.  It  is  the  rare  exception  and  usually 
only  in  the  case  of  small  or  occasional  importers  that  a  through 
bill  of  lading  to  an  interior  point  is  requested.  Except  upon 
such  specific  request  from  foreign  customers,  manufacturers  are 
not  advised  to  seek  such  bills  of  lading. 

Steamer  Transshipments.— On  the  other  hand,  transshipments 
are  often  necessary  to  land  goods  at  some  foreign  ports.  This, 
as  has  already  been  pointed  out,  is  the  case  in  shipments  from 
European  ports  to  many  of  their  foreign  markets  as  frequently, 
or  almost  as  frequently,  as  it  is  in  American  shipments. 

Let  us  take  an  example  to  illustrate  transshipping  facilities: 
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Assuming  that  shipping  facilities  will  regain  after  the  war  much 
the  same  basis  as  before,  we  may  take  Constantinople  as  an  ex- 
ample of  a  port  which  (although  nowadays  there  are  direct 
steamers)  it  was  formerly  necessary  to  reach  by  transshipping  en 
route  from  vessel  which  takes  the  goods  from  New  York  to  some 
other  vessel  connecting  for  destination.  It  has  been  possible  to 
forward  shipments  for  Constantinople  by  lines  reaching  Naples 
or  Genoa,  Trieste,  Piraeus  or  Marseilles ;  they  could  be  forwarded 
by  lines  reaching  Liverpool  or  Hull,  England,  or  by  German  lines 
plying  to  Hamburg  or  Bremen.  At  all  of  these  ports  transship- 
ments were  made  to  vessels  sailing  thence  to  Constantinople. 

Competing  freight  rates  were  made  by  all  these  lines.  Ship- 
ments proceeded  in  approximately  direct  line  from  New  York 
to  Naples,  transshipping  there  to  steamer  bound  direct  for  Con- 
stantinople. The  freight  rate  was  about  the  same  as  by  the 
much  longer  route  via  New  York  to  Hamburg  and  transshipment 
there  to  vessel  sailing  all  around  Europe,  past  Gibraltar  and 
through  the  Mediterranean  to  Constantinople.  In  fact,  the 
through  rate  from  New  York  in  the  latter  case  was  but  little 
higher  than  the  rate  from  New  York  to  Hamburg  only,  or  from 
Hamburg  to  Constantinople  only.  Bates  by  direct  steamer  from 
New  York  to  Sydney,  Australia,  have  usually  ruled  only  a  little 
lower  than  rates  offered  by  certain  companies  for  shipment  to 
Liverpool  and  thence  transshipment  to  Australia. 

Wherever  there  are  direct  steamers  with  satisfactory  rates  of 
freight,  transshipping  is  to  be  avoided  because  of  the  necessary 
rehandling  of  the  goods,  with  increased  risk  of  damage  and  pos- 
sible delays  in  reforwarding. 

SHIP  CHABTEBINO 

Ordinary  quantities  of  most  commodities  are  shipped  by  ves- 
sels owned  or  operated  by  so-called  ** lines"  plying  to  various 
parts  of  the  world,  with  more  or  less  regularity.  However, 
when  a  shipper  has  a  very  large  quantity  of  goods  to  be  delivered 
at  one  or  at  several  foreign  ports,  he  may  hire,  that  is,  charter 
a  whole  ship  for  the  purpose.  Such  charters  are  for  the  most 
part  confined  to  commodities  shipped  in  bulk,  like  grain,  cotton, 
sugar,  coal,  ore,  lumber,  etc.  Sometimes  manufactured  goods 
may  be  required  in  suflScient  quantities  to  make  it  necessary  to 
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engage  the  whole  carrying  capacity  of  a  ship.  This  happens, 
for  example,  quite  frequently  with  manufacturers  of  harvesting 
machinery,  steel  products,  etc. 

How  Ships  Are  Chartered. — ^A  ship  may  be  chartered  for  a 
given  length  of  time  (sometimes  for  several  years),  or  for  a 
stated  voyage  or  a  voyage  out  and  back.  The  charter  party  is 
the  lease  or  contract  which  the  shipper  makes  with  the  owner  of 
a  vessel.  It  may  be  in  any  one  of  a  score  of  forms  devised  for 
special  trades  or  by  steamer  owners  according  to  their  own  pref- 
erences. Charter  rates  may  be  a  certain  sum  per  month  or  an 
agreed  price  per  ton,  pound,  bushel,  etc.,  of  cargo  carried. 

These  contracts  usually  provide  for  the  number  of  days  that 
are  to  be  allowed  to  shippers  for  loading  and  discharging  the 
cargo,  which  are  technically  known  as  lay  days.  The  charter 
party  usually -provides  that  if  the  vessel  is  delayed  beyond  the 
agreed  upon  number  of  lay  days  then  the  charterers  shall  pay 
the  owners  a  penalty,  known  as  demurrage,  at  some  stated  rate 
per  day  of  delay.  Obviously  space  is  not  available  in  a  book  of 
this  character  for  a  detailed  or  comprehensive  review  of  the 
whole  subject  of  ship  chartering,  as  indeed  such  a  consideration 
does  not  seem  here  to  be  called  for. 

Usually  sales  by  the  ship  load  are  regarded  as  on  the  same 
basis  as  C.I.F.  sales  of  less  than  cargo  quantities. 

OCEAN  FREIGHT  BATES 

Nowadays  we  have  all  sorts  of  technical  and  highly  compli- 
cated zone,  commodity  and  other  rates  in  our  railway  regula- 
tions. There  is  nothing  comparable  to  them  in  ocean  rates.  No 
systematic  or  scientific  classification  of  commodities  is  in  force, 
although  a  good  deal  more  is  attempted  in  this  direction  than  in 
former  times.  Up  to  quite  recent  years  all  ocean  freight  rates 
were  named  on  the  basis  either  of  weight  or  measurement.  Now, 
certain  rough,  general  classes  have  been  established  but  there  is 
absolutely  no  uniformity  in  making  such  classifications  or  in  ap- 
plying them.  Bates  in  one  direction  may  be  in  one  form,  in  an- 
other direction  in  quite  a  different  form.  Rates  on  the  same 
goods  may  by  some  lines  be  quoted  by  weight,  by  other  lines  by 
measurement,  or  sometimes  per  unit  of  packing,  per  bale  or  per 
barrel.    A  steamship  line  will  quote  rates  on  some  goods  in  shil- 
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lings,  per  long  ton  or  per  ton  of  forty  cubic  feet,  and  rates  on 
other  goods  in  cents  per  foot  or  per  hundred  pounds. 

In  times  past  no  schedules  of  freight  rates  were  published  by 
steamship  companies,  barring  only  a  few  lines  in  special  services 
and  in  most  cases  applied  only  to  a  limited  number  of  commodi- 
ties. Freight  rates  established  by  the  United  States  Shipping 
Board  are  at  present  being  published  with  constant  changes  and 
revisions,  but  they  apply  specifically  to  a  comparatively  short  list. 

Basis  of  Ocean  Freight  Bates. — Ocean  freights  are  payable  in 
a  variety  of  ways.  For  example:  per  pound  as  in  the  case  of 
wool  from  Australasia ;  per  bushel  as  in  the  case  of  wheat  from 
the  United  States ;  per  package  as  sometimes  in  the  case  of  cot- 
ton seed  oil,  cement,  etc. ;  a  lump  sum  for  a  steam  boiler,  for  in- 
stance; per  ton  weight,  usually  for  heavy  goods  such  as  steel 
rails,  iron  bars,  etc.;  per  ton  measurement,  usually  for  light 
goods  such  as  glassware,  shoes,  furniture,  piece-goods,  hardware, 
etc. 

Beginners  are  often  puzzled  by  the  common  steamship  quota- 
tion of  rates  **per  ton,  weight  or  measurement,  ship's  option." 
This  means  that  the  rate  named  will  be  applied  either  per  ton 
of  2,240  pounds  or  per  ton  of  forty  cubic  feet,  whichever  will 
result  in  the  larger  charge  for  the  benefit  of  the  steamship  com- 
pany. In  principle,  goods  which  do  not  weigh  fifty-six  pounds 
to  the  cubic  foot  (%o  of  2,240  pounds)  will  be  charged  freight 
on  a  measurement  basis,  that  is  per  ton  of  forty  cubic  feet,  and 
since  it  takes  a  pretty  solid  package  of  heavy  metal  to  weigh 
as  much  as  fifty-six  pounds  to  the  cubic  foot,  it  follows  that 
the  majority  of  ocean  freight  rates  are  on  a  measurement 
basis.^ 

Quotations  of  Bates. — ^As  a  rule  it  is  useless  asking  a  steam- 
ship company  to  quote  rates  in  any  general  way — for  example, 
**What  is  the  rate  on  hardware  to  Cape  Town?"    Such  in- 

1  By  way  of  information  it  may  be  remarked  that  the  assumption  that 
40  cubic  feet  are  equal  to  one  ton  weight  seems  to  have  originated  in  the 
Kussjan  grain  trade,  when  it  was  found  by  experience  that  one  ton  of 
Russian  wheat  by  weight  required  40  cubic  feet  for  stowing.  Our  Ameri- 
can wheat,  however,  is  much  lighter  in  weight,  averaging  only  about  1,P00 
pounds  to  40  cubic  feet.  Although  comparatively  few  shipments  are  made 
by  sailing  vessel  it  should  be  noted  that  in  such  shipments  6Q  cubiq  feet 
inBtea4  of  40  fir^  counted  as  the  measurement  ton, 
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quiries  will  seldom  bring  a  definite  or  specific  reply.  It  is 
usually  necessary  to  state  particulars  of  a  shipment,  specifying 
the  kind  of  goods,  their  value,  the  number  of  packages,  weights, 
measurements,  date  of  shipment  desired,  all  at  least  in  an  ap- 
proximate way,  and  very  often  it  is  only  when  this  is  done  that 
a  definite  or  firm  quotation  of  rates  is  made. 

Bates  quoted  on  a  measurement  basis,  that  is,  per  ton  of  forty 
cubic  feet,  are  in  most  cases  named  in  pounds,  shillings  and 
pence.  Rates  per  ton  weight  may  either  be  in  dollars  and  cents 
or  in  foreign  currencies ;  they  may  either  be  per  the  English  or 
long  ton  of  2,240  pounds  or  according  to  our  more  common 
American  practice,  per  one  hundred  pounds  or  per  unit.  Ow- 
ing to  the  growing  practice  of  quoting  different  rates  on  differ- 
ent classes  of  commodities  it  often  happens  now  that  a  shipper 
of  several  kinds  of  goods  (freight  forwarders  and  export  com- 
mission houses)  will  find  several  classifications  and  different 
kinds  of  rates,  even  in  different  currencies,  enumerated  on  one 
and  the  same  bill  of  lading.  Practices  in  the  shipping  trade  re- 
garding rates  and  classifications  are  in  a  chaotic  condition  and 
sadly  need  standardization. 

Influences  of  Freight  Bates  on  BusinesB. — Ocean  freight  rates 
are  usually  called  the  cheapest  known  form  of  transportation. 
An  automobile  manufacturer  in  Michigan  said  (prior  to  the 
European  War)  that  it  cost  him  $125  to  put  a  car  into  San 
Francisco  but  only  $85  to  deliver  one  to  Buenos  Aires.  Simi- 
larly, small  variations  in  freight  rates  or  advances  in  rates  do 
not  often  affect  chances  for  export  business  in  ordinary  lines  of 
goods.  On  a  very  large  package,  like  a  threshing  machine,  which 
may  measure  about  1,000  cubic  feet,  a  variation  in  freight  rates 
of  2  shillings  6  pence  or  5  shillings  per  ton  represents  only  about 
2  per  cent,  on  the  value  of  the  goods,  and  in  such  a  case  cannot 
materially  affect  chances  of  making  a  sale.  Freight  rates,  usual 
in  normal  times,  on  most  articles  are  not  to  be  regarded  as 
often  handicapping  the  beginnings  of  business.  But  they  must 
invariably  receive  the  special  attention  of  shippers  because  of  the 
interests  of  foreign  customers  which  have  always  and  in  every 
respect  to  be  considered  when  the  full  development  of  foreign 
trade  is  sought.  The  direct  and  distinct  interest  of  customers 
Ui  saving  freight  charges,  not  on  «  i^ingle  shipment  only,  but  QQ 
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the  volume  of  the  year's  importations,  perhaps  from  hundreds  of 
different  supplies  in  sundry  countries,  is  obvious. 

Primage  on  Ocean  Freight  Bates.— Some  ocean  freight  rates 
are  net,  others  are  subject  to  a  charge  of  5  per  cent,  or  10  per 
cent,  which  is  known  as  ** Primage."  This  practice  seems  to 
have  originated  in  the  early  days  of  shipping  as  sort  of  a  pres- 
ent made  to  the  captain  or  crew  of  a  sailing  vessel  to  ensure 
especially  careful  loading  and  general  attention  to  a  shipper's 
goods.  Afterwards  it  came  to  be  the  remuneration  of  some 
agents  for  shipping  lines,  but  of  late  has  probably  gone  into  the 
coffers  of  the  shipping  companies  themselves.  A  quotation  of 
rate  with  '*10  per  cent,  primage"  simply  means  that  the  rate 
named  will  be  increased  by  such  a  percentage.  Forty  shillings 
plus  10  per  cent,  primage  is  precisely  the  same  thing  as  a  quota- 
tion of  44  shillings  net.^ 

Primage  is  gradually  being  abolished.  The  chief  reason  for 
its  retention,  apparently,  is  to  enable  shipping  companies  to 
grant  certain  rebates  to  shippers,  but  rebates  themselves  are  in  ^ 
most  countries  either  frowned  upon  or  positively  forbidden.  In 
which  connection  it  may  also  be  remarked  that  in  these  times  the 
largest  shippers  have  little  if  any  advantage  over  the  small  or 
occasional  shipper.  Shipping  companies  pretend,  and  are  prob- 
ably honest  in  claiming,  that  rates  they  name  are  the  same  to  all 
comers,  big  or  little,  regular  or  occasional  shippers. 

Fluctuations  in  Bates.— ''Wherever  freight  offers,  there  the 
ships  may  go  and  do  go ;  so  that,  although  industry  and  railway 
transportation  are  local  matters  within  a  particular  country, 
ocean  carriage  is  absolutely  international,  and  reflects  world  con- 
ditions which  are  often  directly  opposite  to  those  prevailing  in 
any  particular  country.  For  example,  during  the  bounding 
prosperity  which  prevailed  in  this  country  between  1901  and 
1905  there  was  the  worst  shipping  depression  ever  known. 

''Ocean  freights  may  go  to  great  depths;  and,  conversely, 
they  may  rise  to  great  heights,  for  when  the  freight  is  plentiful 
and  the  ships  are  scarce  the  only  limit  to  which  the  freight  may 
rise  is  set  by  the  limit  that  the  shippers  can  afford  to  pay  to  get 
a  particular  deal  consummated.  No  auction  room  or  horse  fair 
could  be  more  competitive  than  the  ship  market.    If  there  are 

1 A  ritt9  qI  15Q  iliillings  h|t§  ]k^  more  common  during  the  European  war. 
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two  bidders  the  price  rises ;  if  there  is  one,  he  has  his  own  way. 
In  response  to  these  primary  forces,  the  bargainers  representing 
the  ship  and  the  freight  take  advantage  of  every  factor  in  sight, 
and  freights  range  through  hundreds  of  per  cents."  ^ 

It  has  usually  been  found,  heretofore,  that  there  was  slight  if 
any  advantage  to  be  obtained  by  seeking  competitive  rates  from 
various  shipping  companies.  Bates  were  almost  always  made  by 
agreement  between  companies,  which  in  fact  were  nearly  all 
united  in  combinations  of  some  description.  Present  Shipping 
Board  control  of  Services  and  freight  rates,  in  some  respects 
nominal,  may  or  may  not  continue  for  some  time  to  come.  Even 
now  oflScial  rates  are  sometimes  shaded  when  owners  or  operators 
are  short  of  cargo.  No  one  now  can  guess  as  to  what  future  con- 
ditions will  be.  Shippers  should  exercise  aU  care  in  selecting 
either  the  fastest  or  the  cheapest  transportation  on  behalf  of 
and  as  ordered  by  their  customers.  Shipping  companies  for  their 
own  sakes,  almost  invariably  treat  their  clients  with  proper 
consideration.  But  this  by  no  means  implies  that  terms  of  per- 
sonal acquaintance  and  friendship  between  shipping  clerk,  or 
traffic  manager,  and  steamship  agent  may  not  ensure  promptest 
shipments  and  lowest  rates. 

Payment  of  Freight  Charges.— The  custom  has  become  almost 
universal  on  the  part  of  shipping  lines  from  this  country  of  re- 
quiring prepayment  of  all  freight  charges.  In  only  rare  cases 
is  it  possible  to  forward  goods  by  steamer  subject  to  collection  of 
charges  at  destination.  It  is  well  to  have  it  understood  with  for- 
eign customers  that  if  freight  charges  must  be  prepaid  they  will 
be  charged  in  the  manufacturer's  invoices  or  statements  and 
drafts.  Such  an  understanding  is  desirable  because  the  prac- 
tices of  European  shipping  companies,  in  the  past,  at  least,  has 
been  somewhat  more  liberal  than  in  this  country,  that  is,  more 
freight  has  been  accepted  subject  to  charges  collect  than  has  been 
the  rule  here.  Accordingly,  some  foreign  buyers  more  familiar 
with  European  shipping  than  with  that  from  this  country  may 
not  understand  that  freights  from  the  United  States  must  be 
prepaid,  unless  a  preliminary  understanding  has  been  arrived  at. 

Minimum  Bills  of  Lading. — Steamship  companies  usually  im- 

» J.  Russell  Smith,  ^'Industrial  and  Commercial  Geography."  We  have 
had  the  most  striking  of  illustrations  of  this  truth  during  the  European 
War. 
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poBe  a  minimum  charge  for  small  shipments,  that  is,  will  not 
issue  an  ocean  bill  of  lading  for  less  than  a  certain  payment. 
This  limit  may  be  the  regular  freight  charge  for  one  ton,  one 
ton  and  a  half,  or  two  tons  (from  forty  to  eighty  cubic  feet) 
practice  varying  with  different  lines.  When  inferior  quantities 
are  shipped  the  pro  rata  cost  of  the  freight  is  correspondingly  in- 
creased. For  example,  two  cases  weighing  260  pounds  and 
measuring  twenty-two  cubic  feet  will  be  charged  as  much  freight 
as  would  four,  six  or  eight  similar  cases,  as  the  regulations  of 
the  shipping  company  concerned  may  require.  ''Minimum  Bills 
of  Lading"  are  therefore  to  be  avoided  if  possible.  This  may 
be  accomplished  through  a  combination  of  small  shipments  from 
several  sources  to  the  same  destination,  sufficient  to  aggregate  at 
least  a  total  volume  justifying  the  minimum  charge.  This  is 
usually  arranged  through  certain  concerns  who  specialize  in 
shipping  export  goods,  commonly  known  as  foreign  freight  for- 
warders. 

FOREIGN  FBEIOHT  FOBWARDEBS 

Many  and  valuable  facilities  are  offered  by  the  large  body  of 
shipping  agents  who  for  want  of  a  better  name  we  call  Foreign 
Freight  Forwarders.  Manufacturers  at  inland  points  who  have 
no  agents  at  our  seaports  or  who  have  shipments  to  make  of  too 
small  bulk  to  warrant  minimum  bills  of  lading  which  are  yet  too 
large  for  the  parcel  post,  or  are  destined  for  countries  to  which 
the  parcel  post  does  not  reach,  will  often  find  foreign  freight  for- 
warders almost  indispensable.  It  may  seem  an  easy  way  for  a 
manufacturer  to  give  his  shipment  to  the  foreign  department  of 
a  railway  or  despatch  it  through  a  foreign  freight  forwarding 
agent,  but  if  he  is  seeking  to  develop  the  largest  possible  busi- 
ness, then  it  may  in  many  cases  be  wise  for  him  early  to  begin 
the  study  of  economies.  In  any  case  certain  abuses  have  crept 
into  the  business  now  under  consideration,  and  it  is  extremely 
desirable  that  manufacturers  follow  their  shipments  through  to 
destination,  learning  from  their  foreign  customers  whether  ship- 
ping methods  employed  have  given  them  satisfaction.  The 
manufacturer's  duty  is  not  filled  when  the  goods  have  been 
handed  over  to  somebody  to  be  forwarded. 

Foreign  freight  forwarders  exist  because  they  fill  a  distinct 
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need.  The  Interstate  Commerce  Commission  has  held  that  such 
an  agent,  engaged  in  assembling  packages  belonging  to  others 
and  sending  same  in  bulk,  is  not  a  common  carrier.  The  ship- 
per who  has  a  single  small  package  to  forward,  or  possibly  two 
or  three  cases,  must  either  despatch  his  goods  on  a  minimum 
steamship  bill  of  lading  with  extravagant  freight  charge,  or  he 
must  find  some  one  who  will  combine  his  shipment  with  ship- 
ments from  others  and  forward  all  together  on  one  bill  of  lading 
at  reduced  pro  rata  charges. 

Foreign  Expresses. — There  is  no  such  thing  as  a  foreign  **eX' 
press,"  in  our  ordinary  acceptation  of  that  word.  Certain 
American  express  companies,  operating  services  over  our  own 
railways,  have  also  foreign  departments,  but  in  the  latter  their 
work  diflPers  radically  from  an  express  service  as  we  know  it  in 
this  country.  In  their  foreign  relations  they  lose  much  of  their 
character  as  ''express*'  companies  and  compete  directly  with 
other  foreign  freight  forwarders,  even  with  the  humblest  of 
them". 

With  the  exceptions  of  Canada,  Mexico,  Cuba  and  Porto  Rico 
(where  American  concerns  have  introduced  American  methods), 
no  express  services,  in  our  definition  of  them,  are  operated  on 
foreign  railways.  The  sole  justification  for  extending  the  word 
''express"  outside  of  our  own  country  consists  in  the*  fast  pass- 
ages across  the  Atlantic  offered,  in  times  of  peace,  by  three  or 
four  large,  swift  steamers  which  make  a  specialty  of  carrying 
passengers,  have  very  little  room  for  and  usually  accept  only 
limited  quantities  of  freight  at  high  rates.  These  may  possibly 
be  called  express  boats,  but  express  services  of  any  firms  or  com- 
panies virtually  cease  when  ships  dock  at  foreign  port  of  des- 
tination. 

As  a  matter  of  fact  neither  express  companies,  nor  more 
modestly  named  foreign  freight  forwarders,  by  any  means  in- 
variably patronize  the  fastest  ships.  While  it  is  true  that  in 
England,  France  and  Germany  some  of  these  shipping  agencies 
have  established  a  house-to-house  delivery  in  the  capitals  of 
these  countries  and  in  one  or  two  other  large  cities,  yet  even  this 
service  is  strictly  limited  to  a  few  concerns  in  the  few  towns  in 
question  and  the  same  concerns  have  no  facilities  of  the  sort  in 
immediately  neighboring  countrie.j  m  Europe,  certainly  not  in 
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other  parts  of  the  world.  A  likeness  may  be  said  to  exist  be- 
tween express  companies  as  we  know  them  and  the  service  of  any 
of  these  agencies  in  foreign  lands  because  of  the  fact  that  small 
parcels  make  the  larger  share  of  the  business  handled  by  them. 
The  use  of  the  word  '* express''  in  connection  with  export  ship- 
ments is,  however,  misleading  and  not  to  be  encouraged. 

Steamship  Companies  as  Forwarders. — Formerly  steamship 
companies  did  not  themselves  undertake  any  work  of  this  sort. 
In  recent  years  at  least  two-thirds  of  the  companies  plying  from 
American  ports  have  established  their  own  forwarding  depart- 
ments which  enter  into  immediate  competition  with  the  profes- 
sional foreign  freight  forwarders,  those  who  do  nothing  else.  In 
either  case  practically  the  same  facilities  are  offered. 

The  organization  of  such  departments  by  the  steamship  com- 
panies themselves  has  not  promoted  an  increase  of  affection  be- 
tween them  and  the  forwarding  agents.  The  latter,  arguing 
for  their  own  position,  claim  that  shippers  are  bound  to  pay 
considerable  higher  rates  than  by  using  regular  forwarding 
agents  and  that  steamship  companies  are  certain  to  hold  up  con- 
signments for  later  ships  of  their  own  line  instead  of  turning 
them  over  to  a  competing  line  for  earlier  shipment.  It  may  be 
added  that  some  of  the  petty  charges  which  the  forwarding 
agents  are  accustomed  to  make  also  characterize  the  forward- 
ing departments  of  steamship  companies.  However,  the  fact  re- 
mains that  shippers  now  have  the  choice  between  consigning 
small  shipments  directly  to  the  forwarding  departments  of  the 
steamship  companies  which  they  wish  to  patronize,  in  case  such 
companies  maintain  forwarding  departments,  and  utilizing  inde- 
pendent freight  forwarders. 

Operations  of  Foreign  Freight  Forwarders. — The  organiza- 
tion and  operations  of  a  forwarding  agent  may  be  roughly  epito- 
mized as  follows:  An  active  campaign  is  made  for  the  patron- 
age of  manufacturers  who  have  regular  or  occasional  foreign 
shipments  to  make.  Such  clients  are  supplied  with  Advice  of 
Shipment  forms  on  which  instructions  are  given  to  the  for- 
warders and  mailed  to  them  with  the  railway  bill  of  lading. 
These  forms  instruct  the  forwarding  agents  precisely  what  to  do 
with  the  shipments  to  which  they  refer.* 

i  See  Form  9. 
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Upon  arrival  of  the  goods  in  New  York  the  foifwarding  Agent 
follows  one  of  two  courses,  as  may  be  necessary :  He  either  takes 
the  goods  to  his  own  warehouse,  there  to  combine  them  with  other 
goods  for  the  same  foreign  destination,  or  he  treats  them  pre- 
cisely as  would  a  manufacturer,  or  any  other  shipper  located  in 
New  York,  in  delivering  direct  to  steamer  and  going  through  the 
usual  formalities  and  operations.  It  may  be  necessary  for  the. 
forwarder  to  pack  together  a  number  of  small  packages,  which 
may  even  be  paper  covered  parcels,  into  one  large  shipping  case. 
When  the  forwarder  has  not  collected  a  sufficient  quantity  for 
any  single  destination,  it  may  be  necessary  for  him  to  make  up 
one  combination  shipment  of  packages  intended  for  several  dif- 
ferent ports.  This  he  will  send  to  some  correspondent  abroad  at 
a  centrally  located  point,  by  whom  the  shipment  will  be  broken 
up  and  distributed  item  by  item  to  the  neighboring  ports.*  For- 
warding agents  exist  all  over  the  world  and  any  concern  in  this 
business  is  in  more  or  less  intimate  touch  with  correspondents 
equipped  for  the  same  sort  of  operations  in  the  principal  foreign 
markets  to  which  shipments  are  likely  to  be  made  from  the 
United  States.  The  agents  at  foreign  ports  are  continually  mak- 
ing up  their  own  combinations  just  as  do  the  Americans. 

If  a  shipment  handled  by  a  forwarding  agent  for  an  American 
manufacturer  is  sufficient  in  volume  to  warrant  an  individual 
steamship  bill  of  lading,  such  a  document  is  procured.  If,  how- 
ever, a  small  shipment  has  to  be  combined  with  several  other 
small  shipments,  then  the  forwarding  agent  takes  out  a  bill  of 
lading  in  his  own  name  covering  the  whole  and  issues  his  pri- 
vate receipts  or  bills  of  lading  to  the  individual  shippers.  The 
bills  of  lading  which  he  so  issues  show  the  name  of  the  foreign 
corr^pondent  to  whom  the  combined  shipment  has  been  des- 
patched and  who  will  make  the  distribution  of  the  several  items 
included  in  the  whole  shipment.* 

Needless  to  remark,  all  these  operations  applied  in  taking  care 
and  keeping  track  of  hundreds  or  thousands  of  packages  every 
week,  involve  an  immense  amount  of  detail  and  clerical  work.  It 
must  be  remembered  that  all  the  formalities  necessary  in  any 
foreign  shipment  have  to  be  attended  to,  including  usually  also 

iSee  Form  11. 
«  See  Form  10. 
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the  securing  of  adequate  marine  insurance  and  possibly  the  prep- 
aration and  certification  of  complicated  consular  invoices.  In 
countries  where  the  latter  documents  are  necessary  the  employ- 
ment at  seaport  of  an  agency  of  some  description  is  really  un- 
avoidable by  an  inland  manufacturer. 

Forwarders'  Charges. — Charges  made  by  these  forwarders 
vary  according  to  circumstances.  Some  of  them  publish  elabo- 
rate rate  cards  which  purport  to  show  charges  for  packages  of 
various  weights  to  all  of  the  principal  ports  of  the  world,  but 
such  advertised  rates  are  to  be  regarded  as  purely  nominal  and 
are  almost  always  susceptible  of  discount  ranging  from  10  per 
cent,  to  30  per  cent.  In  fact,  a  forwarder's  charges  depend  so 
much  on  the  port  of  destination,  the  volume  of  other  shipments 
which  may  be  going  forward  to  the  same  port,  as  well  as  the 
volume  and  character  of  the  individual  shipment,  that  special 
rates  are  almost  invariably  quoted. 

The  profits  of  a  foreign  freight  forwarder  consist  chiefly  in 
the  advanced  prices  he  may  be  able  to  obtain  for  the  carriage  of 
goods  entrusted  to  him  through  combining  shipments  which  other- 
wise would  be  subject  to  steamship's  minimum  charges.  For 
example:  Suppose  that  a  forwarder  has  found  ten  different 
manufacturers  each  of  whom  has  a  small  shipment  for  the  same 
destination.  We  will  assume  that  these  ten  shipments  average 
half  a  ton  each.  The  ocean  freight  rate  to  the  point  of  destina- 
tion is  40  shillings  per  ton,  but  the  st^mship  company  issues  no 
bill  of  lading  for  less  than  a  minimum  charge  of  40  shillings. 
Were  each  of  these  ten  manufacturers  to  forward  his  little  half- 
ton  shipment  by  itself,  each  would  have  to  pay  40  shillings 
freight.  But  the  forwarding  agent  has  collected  all  ten  to- 
gether, has  a  total  of  five  tons  to  ship  on  one  bill  of  lading,  and 
pays  40  shillings  per  ton,  i.e.,  pro  rata  only  20  shillings  on  each 
half-ton  lot.  He  may  charge  each  manufacturer  30  shillings. 
Then  he  makes  a  profit  of  33%  per  cent,  on  the  freight — ^while 
each  manufacturer  saves  10  shillings  for  the  benefit  of  his  for- 
eign customer,  the  difference  between  the  forwarder's  charge  of 
30  shillings  and  the  steamship  minimum  of  40  shillings  which  he 
would  otherwise  have  had  to  pay. 

Undoubtedly  forwarding  agents  have  other  means  of  adding 
to  their  profits,  and  it  may  be  doubtful  if  the  charges  they  make 
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for  cartage,  for  insurance,  etc.,  are  their  actual  out-of-pocket  ex- 
penses for  such  items.  The  charge  sometimes  made,  **$1  for  bill 
of  lading"  is  a  fee  pure  and  simple.  Bill  of  lading  forms  never 
cost  a  dollar.  However,  there  is  so  much  expense  and  so  much 
work  involved  in  a  forwarder's  ofiBce  that  he  may  be  thought  to 
deserve  any  reasonable  profits  that  he  can  make,  no  matter  how 
he  attempts  to  cover  them  up.  On  the  other  hand,  it  is  to  the 
shipper's  great  interest  to  keep  charges  as  low  as  possible. 

Advantages  Offered  by  Forwarders.— We  have  already  noted 
how  the  services  of  a  forwarding  agent  are  practically  indis- 
pensable to  the  inland  shipper  in  the  combination  of  small  ship- 
ments and  in  the  requisite  attention  to  consular  invoices  wher- 
ever they  are  required.  Some  of  them  sometimes  oflfer  other 
facilities.  For  example,  they  will  sometimes  send  goods  for- 
ward ** freight  collect"  when  steamship  companies  themselves 
require  prepayment.  This  means  that  the  forwarding  agent 
himself  must  prepay  the  steamship  charges,  but  he  invoices  the 
charges  forward  to  his  correspondent  abroad  who  undertakes 
their  collection  from  consignees.  Undoubtedly  in  such  cases  re- 
muneration in  suitable  proportion  is  obtained  by  the  New  York 
forwarder  as  well  as  by  his  correspondent  abroad. 

Similarly,  forwarding  agents  will  sometimes  despatch  goods 
on  C.O.D.  terms,  sending  along  to  their  foreign  correspondents 
the  manufacturer's  invoices  to  be  collected  abroad  plus  all 
charges  that  may  have  heji  involved,  proceeds  ultimately  to  be 
returned  to  the  American  shippers.  Operations  of  this  sort  are 
not,  however,  to  be  generally  commended.  Returns  of  funds  are 
not  always  so  prompt  as  might  be  expected. 

Forwarders  as  Bankers. — In  much  the  same  way  forwarding 
agents  are  rather  fond  of  advertising  that  they  discount  manu- 
facturers' foreign  drafts.  What  most  of  them  really  do  is  to 
take  the  draft  bearing  the  manufacturer's  signature  and  discount 
it  with  some  established  foreign  exchange  banker  on  the  strength 
of  the  manufacturer's  own  rating  in  the  agency  books,  making  a 
small  charge  to  the  manufacturer,  usually  in  the  rate  of  ex- 
change, for  their  trouble.  In  principle,  forwarding  agents  are 
not  bankers  and  few  of  them  outside  of  certain  large  and  well 
known  companies  have  sufiScient  capital  to  warrant  them  in  un- 
dertaking banking  relations.    Operations  of  this  sort  are,  there- 
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fore,  preferably  to  be  undertaken  directly  with  proper  banks. 

Forwarders'  Facilities  in  Certain  Oonntries.— Some  forward- 
ing agents  have  special  facilities  in  certain  markets  including, 
for  example,  delivery  to  domicile  in  the  principal  towns  of  Great 
Britain.  While  most  forwarding  agents  despatch  shipments  to 
all  parts  of  the  world,  some  of  them  confine  their  operations  to 
certain  limited  territories  and  almost  every  one  of  them  has  bet- 
ter facilities  in  some  countries  than  in  others.  Because  of  the 
large  volume  of  business  which  a  certain  forwarder  is  accustomed 
to  do  in  a  given  foreign  market,  or  because  of  peculiarly  close 
and  intimate  relations  with  some  local  correspondent  in  such 
market,  it  often  happens  that  more  favorable  quotations  are  to 
be  secured  from  such  a  forwarder  than  from  some  of  his  com- 
petitors for  the  same  market.  In  general,  it  will  be  found  ad- 
vantageous to  seek  competing  quotations  on  a  given  shipment 
from  several  forwarding  agents,  on  the  foregoing  account  as  well 
as  on  others. 

Abuses  in  the  Forwarding  Business. — The  desirability  of  al- 
ways following  shipments  through  to  destination  and  ascertain- 
ing customers'  satisfaction  with  means  employed  and  resulting 
expenses  has  already  been  remarked.  Forwarding  agents,  in  des- 
patching combination  shipments  to  correspondents  abroad  who 
are  themselves  forwarding  agents,  can  only  guarantee  or  pre- 
pay charges  known  at  this  end  of  the  line.  When  they  send  a 
shipment  to  a  foreign  correspondent  they  send  him  at  the  same 
time  a  **Way  Bill"  which  instructs  him  as  to  the  various  pack- 
ages consigned  in  his  care,  from  whom  they  come,  how  they  are 
marked,  what  disposition  is  to  be  made  of  each,  and  they  give 
him  instructions  either  to  collect  his  own  charges  with  other 
expenses  from  consignees  or  to  debit  all  back  to  the  forwarder  in 
New  York.  If  expenses  are  debited  back  to  New  York  they  are 
then  usually  charged  to  the  shipper  and  he  ultimately  knows  all 
about  them.  If,  however,  they  are  collected  from  the  consignees, 
the  shipper  has  no  means  of  knowing,  unless  he  inquires  about 
it,  whether  they  are  regarded  by  the  consignees,  the  shipper's 
customers,  as  fair  and  just  or  the  contrary.  The  same  is  true 
when  goods  are  shipped  freight  collect. 

Furthermore,  the  foreign  correspondent  of  the  forwarding 
agent  often  takes  it  upon  himself  to  clear  goods  through  his  eus- 
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torn  house  and  makes  his  own  charges  for  so  doing,  although  the 
American  manufacturer's  customer,  the  consignee  of  the  ship- 
ment, may  have  his  Own  broker  or  other  arrangements  for  clear- 
ing goods  at  contract  or  more  reasonable  rates.  On  all  of  these 
accounts  every  effort  should  be  made  to  ensure  customers'  sat- 
isfaction with  the  forwarding  services  chosen.  Examples  of 
grossly  inflated  charges  are  by  no  means  uncommon.  The  author 
in  his  personal  experience  has  found  a  small  lot  of  samples  worth 
$5  unwarrantedly  loaded  with  $15  charges  by  forwarding  agents 
and  has  seen  an  effort  made  to  collect  a  freight  charge  higher 
by  70  per  cent,  than  was  indicated  by  the  original  bill  of  lading. 

Delayed  Shipments. — Another  abuse  sometimes  experienced 
in  operations  through  forwarding  agents  is  involved  in  the  prac- 
tice of  some  of  them  of  holding  back  shipments  for  some  unusual 
foreign  destination  until  other  shipments  for  the  same  point  can 
be  collected.  A  shipment  for  Bangkok,  for  example,  was  at  one 
time  held  by  a  New  York  forwarding  agent  for  two  months  be- 
fore finally  sent  forward,  because  the  agent  had  no  other  goods 
going  to  that  point  and  therefore  no  opportunity  of  forwarding 
economically  for  the  manufacturer  or  making  profits  for  him- 
self. Usually,  however,  a  shipment  of  this  sort  would  be  com- 
bined with  other  shipments  going  forward,  let  us  say,  to  London, 
and  the  London  correspondent  of  the  New  York  agent  relied 
upon  to  join  it  to  some  other  shipments  from  England  to  point 
of  ultimate  destination.  Of  course,  the  London  agent  might  or 
might  not  be  able  to  do  so  promptly. 

A  good  deal  of  ingenuity  is  required  in  the  forwarding  busi- 
ness and  many  turns  and  twists  have  to  be  brought  into  play  in 
an  effort  to  satisfy  shippers  and  at  the  same  time  turn  an  honest 
penny.  It  is  the  part  of  the  manufacturer  himself  to  make  sure 
that  the  agency  he  employs  delivers  the  goods  to  his  customers  in 
the  promptest  and  most  economical  fashion  possible.  If  dissat- 
isfaction is  experienced  with  the  operations  of  one  agency,  then 
another  may  be  tried. 

Forwarders  as  Buyers  of  Ooods. — American  forwarding 
agents  not  only  solicit  foreign  shipments  from  manufacturers  in 
this  country;  they  also  endeavor  to  persuade  foreign  importers 
of  American  goods  to  instruct  houses  in  the  United  States  from 
whom  they  buy  to  forward  purchases  through  their  agency. 
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Sometimes  they  go  farther  and  solicit  buying  agencies  in  this 
country.  In  so  doing  they  enter  into  immediate  competition 
with  export  commission  houses.  Their  object  in  seeking  foreign 
orders  to  place  with  American  manufacturers  is  both  to  increase 
by  such  means  the  volume  of  their  own  shipments  and  to  gain  an 
introduction  to  strange  manufacturers  which  may  assist  in  se- 
curing their  general  patronage. 

Evidently  a  conflict  in  functions  is  likely  to  follow.  The  buy- 
ing agent  for  a  foreign  importer  and  the  forwarding  agent  for 
an  American  manufacturer  may  have  opposed  interests  to  serve. 
Moreover  few  forwarders  have  any  wide  acquaintance  either 
with  foreign  market  requirements  or  with  American  sources  of 
supply.  Their  operations  as  buying  agents  are  always  too  lim- 
ited to  make  worth  while  their  cultivation  by  manufacturers  as 
possible  sources  of  orders,  that  is  they  are  in  nowise  comparable 
in  this  respect  with  the  established  export  commission  houses. 

FOKBIALITIES  IN  EXPORT  SHIPPING 

Arrangements  for  the  actual  despatch  of  goods  by  ocean 
steamer  have  to  be  made  on  behalf  of  inland  manufacturers  by 
shipping  agents  or  others  at  port  of  shipment.  Export  man- 
agers of  such  manufacturers  must,  however,  understand  exactly 
what  routine  is  followed,  while  representatives  or  agents  of  such 
manufacturers  at  New  York  or  other  ports,  as  well  as  manufac- 
turers and.  shippers  domiciled  at  ports,  must  learn  at  the  very 
outset  of  their  experience  the  steps  which  it  is  necessary  to  take. 
The  lesson  is  simple  and  easily  enough  learned. 

Engaging  Freight  Boom.— The  first  things  to  do  when  one 
has  fi  foreign  shipment  to  make  is  to  inquire  for  rates  among 
steamship  companies  in  a  position  to  carry  the  shipment  to  des- 

1  During  the  war  the  very  first  thing  which  had  to  be  done  wab  in  some 
*  cases  to  secure  permission  from  the  War  Trade  Board  in  Washington  to 
manufacture  and  prepare  goods  to  fill  an  export  order.  Import  permis- 
sion from  the  authorities  of  several  European  countries  had  to  be  supplied 
by  customers  in  such  European  countries  to  American  manufacturers  be- 
fore shipjment  could  be  made  and  sometimes  before  permission  to  manu- 
facture could  be  obtained.  Then  export  licenses  were  necessary.  Shipments 
were  not  received  uy  steamship  companies  unless  complete  documents  were 
filed  with  them  as  required  by  the  Washington  authorities  and  sometimes 
duplicate  licenses  had  to  accompany  the  goods  to  the  steamer's  wharf. 
Regulations    and    procedure    frequently    varied    from   month    to   month. 
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tination.  When  a  satisfactory  rate  has  been  obtained  it  is  nec- 
essary to  engage  the  freight  room.  In  other  words,  quotation  of 
freight  rates  will  have  been  made  in  response  to  inquiry  appl3dng 
to  a  specific  shipment  and  the  engagement  of  the  freight  room 
is  virtually  the  acceptance  of  the  quotations  that  have  been 
made.  Unless  the  steamship  company  is  advised  of  such  ac- 
ceptance no  provision  will  be  made  for  taking  the  goods  on 
board  and  they  will  be  refused  if  tendered.  In  fact,  if  freight 
room  is  not  engaged  with  reasonable  promptness  it  may  be  found 
necessary  to  renew  negotiations.  When  engagement  has  been 
confirmed  every  effort  must  be  made  to  have  the  goods  ready  for 
shipment  at  the  stated  time,  for  otherwise  the  shipper  may  be 
billed  by  the  steamship  company  for  **dead  space,"  while  un- 
desirable delays  in  getting  goods  through  to  customers  ensue. 

Shipping  Permits. — ^When  the  steamship  company  makes  an 
engagement  for  freight  room  a  Shipping  Permit  is  delivered  to 
the  shipper  or  his  agent.^  This  document  is  in  the  nature  of  a 
notification  to  the  receiving  clerk  at  the  steamship's  dock  to  ac- 
cept certain  named  quantities  of  freight  when  tendered  between 
certain  stated  dates.  Usually  goods  are  not  accepted  on  steamer 
docks  without  the  production  of  such  a  shipping  permit.  De- 
liveries of  goods  must  be  made  in  exact  accordance  with  the 
terms  of  such  permits,  or,  if  found  impossible,  then  new  ar- 
rangements must  be  made  and  a  new  permit  secured.  If  the 
shipment  involves  no  more  than  a  single  case  or  a  single  truck 
load  of  goods,  the  permit  is  usually  given  to  the  driver  of  the 
dray  who  presents  it  at  the  same  time  as  he  delivers  the  goods 
themselves.  If,  however,  the  permit  covers  a  large  shipment,  one 
involving  several  deliveries,  then  it  is  customary  for  the  shipper 
to  mail  the  permit  with  an  appropriate  letter  to  the  receiving 
clerk  on  the  dock,  who  places  it  on  file  and  debits  against  it 
goods  as  they  are  delivered  from  time  to  time  within  its  limits. 

Dock  Receipts. — ^When  the  drayman  himself  presents  a  ship- 
ping permit  along  with  the  goods  to  be  shipped,  then  he  receives 
what  is  known  as  a  Dock  Receipt.*  This  is  simply  a  paper 
signed  by  the  receiving  clerk  acknowledging  receipt  of  certain 
goods  for  despatch  by  certain  steamer,  usually  enumerating 

1  See  Form  12. 
tSee  Form  13. 
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weights  and  measurements  of  the  goods  so  received.    When 

many  deliveries  are  made  against  a  single  shipping  permit  ths 

shipper's  own  receipt  forms  are  usually  signed  by  the  receiving 
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signed  by  the  receiving  clerk  acknowledging  receipt  of  certain 
goods  for  despatch  by  certain  steamer,  usually  enumerating 

1  See  Form  12. 
t  See  Form  13. 
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weights  and  measurements  of  the  goods  so  received.  When 
many  deliveries  are  made  against  a  single  shipping  permit  the 
shipper's  own  receipt  forms  are  usually  signed  by  the  receiving 
clerk  and  given  to  the  draymen  as  their  vouchers  while  a  dock 
receipt  covering  the  whole  shipment,  as  specified  in  the  original 
permit,  is  the  one  finally  returned  with  all  the  foregoing  details 
when  all  goods  included  under  it  have  been  delivered  to  the  pier. 
The  drayman's  or  other  carrier's  receipt,  signed  by  the  receiv- 
ing clerk  at  the  dock,  may  sometimes  be  of  a  good  deal  of  value 
as  evidence  of  the  exact  date  of  shipping,  that  is,  of  delivery  to 
shipping  agents.  This  may  happen  when  shipments  have  been 
contracted  before  a  certain  stipulated  date. 

Missing  shipment  by  a  special  boat  may  be  a  very  serious  mat- 
ter involving  rejection  of  the  goods  by  the  customer  on  account 
of  their  late  delivery.  This  is  especially  the  case  when  consid- 
erable time  elapses  between  sailings  of  vessels  for  a  given  port. 
If  it  happens  that  the  market  in  country  of  destination  is  a  fall- 
ing one,  the  consignees,  or  if  they  refuse  the  goods,  the  shippers, 
may  be  involved  in  considerable  financial  loss. 

The  dock  receipt,  it  should  be  noted,  is  not  a  bill  of  lading.    It 

is  only  the  acknowledgment  of  the  receiving  clerk  that  the  goods 

have  been  delivered.    The  receipt  which  he  gives,  known  as  the 

dock  receipt,  has  to  be  exchanged  for  the  formal  bill  of  lading  at 

the  steamship  company's  office. 

Clearing  at  Oustom  House.— Export  goods  have  to  be  cleared 
through  the  custom  house  at  port  of  shipment  before  steamship 
companies  are  permitted  to  issue  bills  of  lading.  What  is 
termed  a  Manifest,  or,  as  it  is  now  called.  Shipper's  Export 
Declaration,  must  be  prepared  by  the  shipper,  enumerating  the 
ship  by  which  the  goods  are  to  be  despatched,  the  destination, 
the  marks  and  numbers  of  the  packages,  the  kind  of  goods  con- 
tained, their  values,  etc.,  all  of  which  must  be  sworn  to  by  some 
representative  of  the  shipper  before  a  notary  or  the  appropriate 
officials  in  the  custom  house.^ 

iSee  Form  14.  On  the  reverse  of  the  two  sheets  composing  this  form 
win  be  found  full  and  explicit  instructions  regarding  the  preparation  of 
the  Shippers'  Export  Declaration  and  as  to  shipping  instructions  and  the 
disposal  of  these  forms  when  fully  prepared.  It  should  be  noted  that  if  the 
exporter  has  any  doubt  as  to  the  correct  description  of  the  articles  to  be 
shipped,  in  order  that  suitable  classification  may  be  made  by  the  Govem- 
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These  particulars  are  required  by  the  United  States  Govern- 
ment, as  they  are  by  all  Governments  of  the  world,  in  order  to 
keep  accurate  statistics  of  export  and  import  trade.  Manufac- 
turers and  shippers  should  cooperate  with  the  Government  in 
making  these  statistics  complete  and  exact.  The  Government 
demands  an  accurate  and  fairly  close  description  of  the  goods 
shipped  but  as  a  good  deal  of  such  shipping  is  handled  by  agents 
who  know  little  about  the  goods  which  are  actually  being  des- 
patched it  happens  that  there  is  not  a  little  room  for  improve- 
ment in  the  way  in  which  declarations  are  made. 

Although  it  is  provided  that  manifests  must  be  attested,  yet 
it  does  not  follow  that  the  head  of  a  house  must  in  person  visit 
the  custom  house  to  swear  to  each  manifest  that  he  files  covering 
his  foreign  shipments.  It  is  customary  to  place  on  file  in  the 
custom  house  formal  authority  empowering  some  named  clerk 
of  the  exporter  to  perform  this  duty.  Sometimes  the  ** Extract" 
of  the  Shipper's  Export  Declaration  is  made  to  authorize  some 
one  at  the  port,  a  foreign  freight  forwarder,  for  example,  to 
clear  the  shipment. 

When  the  manifest  has  been  duly  certified  at  the  custom  house 
it  is  presented  to  the  steamship  company  with  the  dock  receipt, 
license  required  in  war  time,  or  evidence  of  other  special  formali- 
ties fulfilled,  as  they  may  be  required,  together  with  copies  of 
the  bill  of  lading  which  have  been  prepared  in  the  shipper's  office 
and  the  latter  may  then  be  signed  by  the  steamship  agents. 

SmPKENTS  IN  BOND— D£AWBAOK 

A  large  saving  is  possible  to  some  manufacturers — or  what  is 
the  same  thing,  a  largely  increased  trade — through  certain  fa- 
cilities offered  by  the  Government  of  the  United  States  to  ex- 
porters. Although  restricted  by  entirely  too  much  red  tape,  yet 
these  are  very  real  facilities,  advantage  of  which  is  not  nearly 
often  enough  taken  by  manufacturers.  Products  subject  to  our 
internal  revenue  tax,  or  goods  originally  imported  from  foreign 
countries,  may  be  shipped  ** in  bond''  without  payment  of  tax 
or  duty,  while  goods  manufactured  in  the  United  States  wholly 

ment  for  its  statistical  purposes,  then  the  exporter  may  obtain  free  of 
charge  from  the  Bureau  of  Foreign  and  Domestic  Commerce  the  official 
Bdiedule  of  classification  of  gooda 


Digitized  by 


Google 


III 


I 


iU 


5       g 


^  B  » 
-I  3-  tr 

^3  o 


;.& 


I^ftili  III  rif 


ii-f3|s.|f£.|.  §11 


I& 


Digitized  by 


Googk 


o 


2  2.2  OS  »  jt'H. 


lir^ir 


m  ^  ^-1  srs.cT'-'-c* 


al? 


ili;l 


r?'^ 


I 


H 

£ 


1 


f^  »■ 


^3--^s:i5 


^    Shis. 


a 


•liiilr 
iJllflil 

Z^R  ®  "■  2  o  era, 

^  I?*  O  ft        ^53 


Digitized  by 


Google 


MAKING  THE  SHIPMENT  413 

or  partly  from  imported  materials. on  which  duty  has  been  paid 
may  be  granted  a  ** drawback''  of  99  per  cent,  of  the  duty  paid, 
thus  enabling  manufacturers  to  work  practically  on  a  par  with 
their  foreign*  competitors,  so  far  as  cost  of  materials  goes. 

Shipping  in  Bond. — ^American  manufacturers  of  beer,  liquors, 
tobacco  and  other  products  subject  to  internal  revenue  tax  can 
ship  their  products  unstamped  by  bonded  carriers  to  New  York, 
delivering  aboard  steamship  in  bond,  and  thus  offer  much  lower 
prices  than  otherwise  possible  to  foreign  customers  (less  also 
than  domestic  customers  must  pay),  or  make  larger  profits  for 
themselves.  The  carrier  delivers  aboard  steamship  in  bond  and 
certain  documents  have  to  be  prepared  to  be  signed  by  the  cus- 
tom house  officials  alwa3rs  in  charge  of  steamship  docks.  When 
the  shipment  has  been  delivered  at  destination  abroad,  certifi- 
cates of  such  delivery  are  returned  to  this  country  and  the  bond 
given,  covering  the  special  goods  in  question,  is  then  canceled. 

A  similar  proceeding  is  possible  in  regard  to  goods  imported 
from  foreign  countries  and  carried  in  bonded  warehouse  with- 
out payment  of  United  States  duties.  It  is  possible  to  import 
such  goods  and  so  to  store  them  as  long  as  three  years  without 
payment  of  duty.  A  fairly  good  trade  is  done  in  such  goods, 
especially  with  near-by  markets  like  the  West  Indies  and  Cen- 
tral America.  The  proceeding  in  handling  such  shipments  is 
practically  the  same  as  that  referred  to  in  the  case  of  goods  sub- 
ject to  internal  revenue  tax.  A  landing  certificate  has  to  be 
made  out  which  goes  forward  in  the  ship  which  carries  the  goods 
and  which  is  returned  to  the  United  States  after  certification  as 
to  the  delivery  of  the  goods  abroad  by  oath  of  the  foreign  con- 
signee before  an  American  consul.* 

With  Benefit  of  Drawback.— During  the  fiscal  year  1914  the 
United  States  Government  refunded  nearly  $5,000,000  as  '*  draw- 
back" to  manufacturers  of  articles  exported  who  had  used  in 
the  manufacture  of  such  articles  imported  goods  on  which  duties 

1 A  "Free  Port"  is  an  extension  of  the  idea  embodied  in  the  bonded  ware- 
house. It  usually  covers  a  large  area  and  provides  space  for  docks  and  for 
manufacturing  as  well  as  storage  facilities  so  that  goods  may  be  made 
within  its  limits,  solely  for  export,  without  requiring  the  entry  of  im- 
ported materials,  the  paymient  of  duties  on  them  and  the  subsequent  se- 
curing of  "drawback"  on  such  duties.  Free  Ports,  successful  in  Europe,  are 
pronounced  "unconstitutional"  in  the  United  States. 
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had  betn  paid.  This  seems  like  a  very  large  amount  of  monej, 
is  indeed  considerably  more  than  had  ever  before  been  refunded 
by  our  Oovemment  Yet,  it  is  certainly  true  that  only  limited 
advantage  is  take  of  the  provision  under  our  tariff  laws  which 
permits  a  refund  of  99  per  cent,  of  the  duties  paid  on  foreign 
materials  entering  into  the  manufacture  of  goods  afterwards  ex- 
ported. The  articles  on  which  this  drawback  may  be  obtained 
are  numbered  by  the  thousand. 

The  process  to  be  followed  in  seeking  to  obtain  a  drawback  in- 
volves an  examination  of  the  manufacturer's  claims  by  the 
United  States  Treasury  Department  agents.  On  application  to 
the  Department  an  agent  is  sent  to  investigate  the  manufac- 
turer's business.  In  due  course  he  reports  his  findings  to  the 
Department.  If  he  approves  of  the  claim  of  the  manufacturer 
to  be  using  certain  quantities  or  proportions  of  imported  goods 
in  the  manufacture  of  his  own  articles,  then  permission  will  be 
given  to  claim  drawback.  Whenever  export  shipments  of  the 
finished  articles  are  made  certain  documents  have  to  be  filled  out, 
filed  with  the  Department,  and  in  due  course  of  time  refund  of 
99  per  cent,  of  the  duty  paid  on  the  imported  materials  will  fol- 
low from  the  Treasury  Department.  It  is  customary  to  entrust 
the  necessary  formalities  to  brokers  who  make  a  specialty  of 
drawback  claims.  True  and  accurate  records  of  the  imported 
materials  which  enter  into  the  completed  articles  must  be  kept 
and  are  subject  to  inspection  and  verification  by  the  Treasury 
Department  at  any  time,  although  no  supervision  is  exercised 
over  the  manufacturer's  business.  It  is  not  necessary  that  the 
manufacturer  should  himself  be  the  importer  of  the  materials 
which  he  uses  in  his  processes  of  manufacture.  Those  materials 
may  be  imported  by  others;  but  the  manufacturer  must  know 
when  the  goods  were  imported  and  the  rate  of  duty  that  was 
paid. 

The  process  of  securing  drawback  is  not  necessarily  a  formid- 
able one  and,  of  course,  the  99  per  cent,  duty  refunded  is  sub- 
ject to  deductions  for  broker's  fees,  etc.  The  whole  process 
might  be  much  simplified,  but  advantages  offered,  even  as  the 
provisions  of  the  law  stand,  deserve  much  greater  appreciation 
and  consideration  than  at  present  they  receive.  It  is  hoped  that 
the  Congress  will  soon  authorize  simpler  procedure. 
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THE  STEABISHIP  BILL  OF  LADING 

Possession  of  a  bill  of  lading,  properly  drawn  to  a  shipper's 
own  order  or  to  a  specifically  named  consignee,  conveys  corre- 
sponding ownership  of  the  goods  represented  by  it.  Hence  it 
becomes  a  valuable  document  not  to  be  thrown  about  indiscrimi- 
nately, but  to  be  treated  with  respect  and  given  a  place  in  the 
office  safe.  Endorsements  must  not  be  made  by  an  ordinary 
clerk  but  by  some  one  with  authority  to  sign  the  name  of  the 
house  to  whose  order  the  goods  are  delivered.  Bankers  in  for- 
eign countries  have  been  known  to  refuse  acceptance  of  drafts 
drawn  against  railway  through  bills  of  lading  because  they  ob- 
ject to  bills  of  lading  signed  by  an  ordinary  railway  employee 
and  also  because  the  actual  departure  from  port  is  not  apparent 
therefrom.  In  this  place,  however,  we  shall  only  discuss  steam- 
ship bills  of  lading. 

Although  the  bill  of  lading  is  commonly  and  properly  regarded 
as  a  negotiable  instrument,  yet  the  following  extract  from  the 
British  Bill  of  Lading  Act  of  1855  (still  in  force)  should  be 
noted.  **  Every  consignee  of  goods  named  in  a  bill  of  lading  and 
every  endorsee  of  a  bill  of  lading  to  whom  the  property  in  the 
goods  mentioned  therein  shall  pass  upon  or  by  reason  of  such 
consignment  or  endorsement  shall  have  transferred  to  and  vested 
in  him  all  rights  of  suit  and  be  subject  to  the  same  liability  in 
respect  to  such  goods  as  if  the  contract  contained  in  the  bill  of 
lading  had  been  made  with  himself."  It  should  also  be  borne  in 
mind  that  a  bill  of  lading  is  not  a  negotiable  instrument  in  this 
sense,  i.e.,  the  holder,  even  though  he  has  taken  it  in  good  faith 
and  for  value,  has  no  better  title  than  the  transferrer  had. 

How  Bills  of  Lading  Are  Drawn. — Bills  of  lading  must  be 
written  by  the  shippers  on  steamship  company's  forms  usually 
supplied  by  each  company  free  of  charge  upon  request.  One  or 
two  companies,  however,  make  a  nominal  charge  for  the  forms 
which  they  supply.  The  companies  will  not  prepare  bills  of 
lading  for  local  shippers;  or  for  inland  shippers  unless  they 
charge  for  so  doing. 

It  is  necessary  to  prepare  from  three  to  eight  copies  of  every 
ocean  bill  of  lading,  the  number  depending  upon  how  many 
copies  are  required  by  the  exporter  himself,  how  many  by  the 
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steamship  company  and  how  many  by  the  consular  atithorities  of 
some  countries.  Some  of  these  copies  must  be  negotiable,  the 
balance  are  non-negotiable. 

Negotiable  and  Non-Negotiable  Bills  of  Lading.^— Usually 
two  or  three  ** negotiable"  copies  are  signed,  two  if  not  three 
being  required  by  bankers  through  whose  hands  drafts  and 
documents  are  passed.  Bankers  require  what  they  call  a  **full 
set"  which  means  every  negotiable  copy  which  has  been  issued. 
The  possession  of  any  one  negotiable  copy  of  the  bill  of  lading 
is  sufficient,  when  properly  endorsed,  to  convey  ownership  of 
the  goods.  The  bank's  security  in  the  goods  vanishes  if  a  single 
negotiable  copy  is  out  of  its  possession.  Upon  examination  of 
a  typical  ocean  bill  of  lading  it  will  be  seen  that  a  certain 
number  of  copies  is  declared  to  have  been  signed.  The  number 
of  copies  here  declared  is  the  number  of  negotiable  copies,  and 
does  not  refer  to  additional  non-negotiable  copies.  If  it  is  said 
that  ''the  master  or  agent  of  said  ship  hath  affirmed  to  three 
bills  of  lading,  all  of  this  tenor  and  date,"  etc.,  there  may  none 
the  less  have  been  written  eight  copies  in  all. 

The  non-negotiable  copies  are  used  in  sundry  ways.  The 
shipper  himself  usually  requires  one  for  his  files,  one  may  be 
sent  if  so  desired  to  customer  abroad  for  his  information  and 
guidance,  although  negotiable  copies  have  been  handed  to 
bankers.  The  steamship  company  requires  one  copy  at  least, 
other  copies  may  be  required  by  foreign  consuls. 

''Order"  Bills  of  Lading. — Few  bills  of  lading  are  made  out 
directly  in  the  name  of  foreign  consignee.^  This  is  only  done 
when  the  consignee  has  actually  paid  cash  in  hand  to  the  ex- 
porter, or  has  otherwise  arranged  security  or  guaranty  before 
shipment  of  the  goods,  or  wheb  shipments  are  made  on  open 
account.  In  any  other  case  the  bill  of  lading  should  be  drawn 
"to  order."*  This  means  making  the  bill  of  lading  to  read: 
"Received  in  apparent  good  order  and  condition  from  {say) 
John  Smith  &  Son^'  .  .  .  "To  be  delivered  from  the  steamer's 
tackles  in  like  good  order  and  condition  .  .  .  unto  order  or  his 
or  their  assigns."    John  Smith  &  Son  are  the  shippers  and  the 

1  See  Forms  15,  16  and  17. 

2  See  Form  10. 
«See  Form  15, 
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goods  are  to  be  delivered  to  them.  No  one  else  can  obtain  posses- 
sion of  those  goods,  when  bill  of  lading  is  thus  drawn,  untilJohn 
Smith  &  Son  place  their  official  signature  on  the  back  of  the 
bill  of  lading. 

The  ''Notify"  Olanse  in  Order  Bills  of  Lading.— However,  to 
permit  delivering  steamship  agents  to  advise  the  actual  con- 
signee of  the  goods  of  their  arrival,  it  is  permissible  to  write  in 
the  margin  of  such  a  bill  of  lading  ^^ Notify  Henry  Jones  <&  Co/^ 
the  latter  concern  being  the  actual  consignee.  This  notifica- 
tion clause  does  not,  however,  give  Henry  Jones  &  Co.  any  rights 
over  the  goods  in  question  until  they  are  able  to  present  a  prop- 
erly endorsed  bill  of  lading.  The  delivering  steamship  agent 
will  advise  them  on  receipt  of  goods  and  the  shipment  is  not 
likely  to  lie  around  a  wharf  or  a  custom  house  for  days  or 
weeks  while  Henry  Jones  &  Co.  are  wondering  what  has  become 
of  it. 

Another  clause  of  similar  nature  may  sometimes  be  written  on 
bills  of  lading  in  cases  where  transshipment  has  to  be  made  in 
the  course  of  voyage  to  destination.    The  clause  in  question 

may,  for  example,  read  **  Transshipping  agents  at please 

notify  Henry  Jones  &  Co.  at  name  and  date  of  sailing 

of  transshipping  vessel.''  In  cases  of  transshipment  it  is  quite 
impossible,  as  a  rule,  for  consignees  to  have  any  knowledge  of 
the  connecting  steamer  or  perhaps  even  of  its  approximate  ar- 
rival date.  The  clause  in  question  is  a  polite  request  to  the 
agents  at  the  transshipping  point  to  send  advices  to  the  con- 
signees at  port  where  they  are  established  of  the  steamer  by 
which  their  goods  will  go  forward  from  such  point.  Some- 
times such  agents  comply  with  requests  of  this  nature,  some- 
times they  do  not. 

It  should  be  noted  that  certain  countries  forbid  the  shipment 
of  goods  **to  order''  while  in  other  countries  so  doing  is  unde- 
sirable because  the  shipper  cannot  thereby  control  the  goods, 
because  of  local  conditions  or  regulations.*    This  especially  ap- 

1  For  example,  in  Venezuela  anybody  can  obtain  delivery  of  goods,  which 
are  turned  over  by  the  steamship  company  to  the  custom  house,  merely 
upon  presentation  of  a  copy  of  the  invoice  for  the  goods  and  sometimes 
even  by  making  suitable  representations  if  not  in  possession  of  a  copy  of  the 
invoice.  An  American  consul  in  Venezuela  advised  in  1917  that  "the  only 
way  to  give  a  bank  control  over  merchandise  shipped  here,  to  be  paid  for 


Digitized  by 


Google 


418  PRACTICAL  EXPORTING 

plies  in  normal  times  to  Venezuela,  Colombia,  Santo  Domingo 
and  Quatemala.  In  the  ease  of  some  other  countries,  if  bills  of 
lading  are  drawn  to  order  the  "notify  clause"  must  appear.^ 

Endorsements. — ^All  negotiable  copies  of  a  set  of  bills  of 
lading  should  be  endorsed  by  the  individual  or  firm  to  whose 
order  they  are  made  deliverable.  If  John  Smith  &  Son  are  the 
shippers  of  the  goods  and  bill  of  lading  is  drawn  to  their  order, 
then  John  Smith  &  Son  must  endorse  the  negotiable  copies  before 
passing  them  along  to  any  other  persons  whatsoever.  The 
papers  are  otherwise  useless  in  the  hands  of  any  one  else. 
If  Henry  Jones  &  Co.  are  the  consignees  and  the  bills  of  lading 
are  drawn  directly  to  their  order,  then  John  Smith  &  Son's  en- 
dorsement is  not  necessary,  but  the  documents  when  presented 
by  Henry  Jones  &  Co.  at  point  of  destination  will  be  endorsed  by 
them  when  taking  delivery  of  the  goods. 

It  is  not  enough  to  endorse  only  one  of  the  negotiable  copies. 
All  should  bear  the  required  endorsement,  but  in  no  event  must 
endorsement  to  the  original  be  omitted. 

Bills  of  lading,  like  bills  of  exchange,  may  be  endorsed  either 
"specially"  (that  is,  to  a  particular  person,  firm  or  bank,  etc.) 
or  "generally"  (that  is,  in  blank).  In  the  latter  case,  the 
goods  are  deliverable  to  the  person  who  presents  the  document, 
the  holder  of  a  bill  of  lading  being  deemed  to  be  the  true  owner 
of  the  goods.  Being  negotiable,  any  one  copy  of  a  bill  of  lading, 
provided  it  has  been  honestly  come  by,  is  suflScient  to  give  title 
to  the  goods. 

The  only  way  that  any  one  can  get  possession  of  goods  for 
which  he  is  not  able  to  present  title  in  the  form  of  a  properly 
drawn  and  endorsed  bill  of  lading,  is  to  furnish  a  bond  to  de- 
livering steamship  agents  in  sufficient  amount  to  indenmify 
those  agents  against  all  possible  claims  on  the  part  of  others. 

upon  arrival,  is  to  consign  the  same  to  a  bank,  giving  the  bank  instructions 
to  turn  the  merchandise  over  to  the  purchaser  upon  payment  of  the  draft 
covering  cost  of  the  goods."  Even  this  is  not  always  entirely  safe  if  the 
customers  are  not  known  to  be  people  of  high  reputation  and  character. 
In  all  other  cases  in  doing  business  with  the  markets  above  enumerated 
the  only  safe  plan  is  to  require  payment  for  the  goods  before  they  leave  an 
American  port. 

1  During  the  European  War  the  Entente  Allies  prohibited  the  use  of 
"order  bills  of  lading"  to  some  ports,  even  with  the  "notify"  clause,  be- 
cause they  insisted  upon  knowing  the  actual  consignees. 
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Such  claims  might  later  arise  through  the  actual  presentation  by 
others  of  the  missing  bills  of  lading.  Bonds  are  not  always 
easily  to  be  arranged  and  invariably  involve  expense,  nuisance 
and  delay.  When  a  shipper  has  forgotten  to  send  forward  the 
bills  of  lading,  or  has  neglected  necessary  endorsements,  the 
disposition  of  the  consignee  towards  him  may  be  guessed.^ 

Marks,  etc.,  on^ills  of  Lading.— Space  at  the  left  of  bills  of 
lading  is  utilized  for  an  exact  reproduction  of  the  marks  and 
numbers  appearing  on  the  cases  represented  by  the  bill  of  lading. 
The  identical  repetition  of  marks,  etc.,  on  cases,  invoices  and 
bills  of  lading  should  once  more  be  emphasized.  The  shipper 
makes  out  the  whole  document  before  presentation  to  steamship 
agents,  excepting  only  calculations  for  weights  or  measurements 
and  extension  of  freight  charges  which  must  be  filled  in  by  the 
steamship  people  themselves.  For  the  rest,  the  blanks  pro- 
vided in  a  bill  of  lading  are  self-explanatory.  When  weights 
of  each  package  have  to  be  written  **as  per  endorsement,''  or 
when  a  large  number  of  packages  including  a  great  variety  of 
merchandise  is  shipped  on  one  bill  of  lading,  the  particulars 
may  be  written  on  the  back  of  the  form. 

Styles  in  Bills  of  Lading. — ^Bills  of  Lading  vary  in  form  ac- 
cording to  the  steamship  lines  which  issue  them,  sometimes  are 
modified  by  conditions  or  customs  at  port  of  destination.  There 
is  no  uniform  style.  They  are,  however,  usually  similar  so  far 
as  their  main  clauses  go.  They  seem  very  formidable  docu- 
ments containing  a  great  number  of  clauses  printed  in  such 
small  characters  that  it  is  almost  necessary  to  use  a  microscope 
to  read  them.  As  each  shipowner  drafts  his  own"  form  of  bill  of 
lading  shippers  have  no  option  but  to  accept  it,  however  ob- 
jectionable its  clauses  may  seem.  It  should  be  observed,  how- 
ever, that  shipowners  do  not  always  interpret  these  clauses  ac- 
cording to  the  strict  letter  of  their  reading.  They  generally 
construe  them  liberally  when  reasonable  claims  are  made  in  a 
reasonable  way. 

Bill  of  Lading  Conditions  Explained. — Certain  phrases  in 
the  usual  forms  of  bills  of  lading  may  need  a  word  of  comment. 

1  Tn  Argentina,  when  bills  of  lading  have  been  issued  in  their  own  names, 
i.e.,  to  their  own  order,  consignees  can  obtain  shipments  without  present- 
ing documents  or  suffering  any  serious  formalities.  This  is  exceptional 
practice. 
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''Shipped  in  good  order  and  condition"  applies  only  to  the 
external  appearance  of  the  packages.  Courts  of  law  of  all 
countries  have  held  that  the  steamer's  owners  cannot  be  ex- 
pected to  know  the  condition  of  goods  contained  therein. 

''Quality,  quantity,  gauge,  contents,  weight  and  value  un- 
known*' is  a  provision  intended  to  signify  that  no  matter  what 
the  shipper  himself  says  when  he  makes  out  the  bill  of  lading 
the  steamship  owner  reserves  his  rights  in  these  respects  and 
will  assume  no  responsibility  for  claims  in  such  particulars. 

"Clean"  Bills  of  Lading. — Shipowners  are  responsible  for 
damage  to  the  goods,  other  than  that  covered  by  the  clauses  in 
the  bill  of  lading.  Therefore,  when  a  package  is  found  to  be 
chafed,  broken,  in  any  way  damaged  or  even  weak,  when  the 
goods  are  received  on  board,  such  facts  are  noted  on  the  dock 
receipt  and  subsequently  on  the  bill  of  lading  also  which  is 
then  called  a  "foul"  bill  of  lading.  A  bank  always  looks  with 
suspicion  upon  a  "foul"  bill  of  lading  because  a  claim,  whether 
justifiable  or  not,  is  morally  certain  to  be  made  on  arrival  of 
the  goods. 

Large  New  York  exporters,  constantly  making  shipments  by 
certain  lines  of  steamers,  always  lodge  permanent  instructions 
with  the  receiving  clerks  at  docks  of  the  steamship  companies 
chiefly  patronized  forbidding  them  to  put  on  board  vessel  any 
packages  for  which  a  "clean"  bill  of  lading  cannot  be  issued. 
Receiving  clerks  are  instructed  to  'phone  the  shippers  or  advise 
them  by  letter  of  the  facts  and  new  cases  will  be  supplied,  or 
old  and  weak  ones  coopered  in  order  to  put  them  in  such  con- 
dition that  a  clean  bill  of  lading  can  be  issued.  It  should  also 
be  the  duty  of  shipping  agents  employed  by  inland  manufac- 
turers thus  to  safeguard  their  principals'  interests  in  making 
sure  that  only  goods  properly  packed,  for  which  a  clean  bill  of 
lading  can  be  issued,  will  be  forwarded. 

In  making  occasional  shipments  the  drayman's  receipt  or  a 
separate  notification  to  be  delivered  by  him  with  the  goods,  may 
contain  printed  instructions  like  the  following:  "This  cargo 
is  only  shipped  on  the  distinct  understanding  that  a  receipt  will 
be  given  for  all  counter  or  qualifying  marks  and  numbers.  The 
packages  are  not  to  be  taken  on  board  except  on  these  terms." 
Or,   in  language  similar  to  the  following:    "The  Receiving 
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Clerk  is  requested  not  to  take  in  any  package  unless  he  is  pre- 
pared to  sign  for  all  the  qualifying  marks  and  numbers.  All 
packages  in  bad  order  must  be  returned." 

Sometimes  a  Dock  Receipt  will  be  returned  quite  unexpectedly 
endorsed  ''one  case  weak,''  ''one  crate  broken,"  "one  bale 
chafed,"  or  something  of  that  sort.  The  exporter,  hastening  to 
make  inquiry,  will  find  that  the  shipment  has  already  been 
loaded  on  board  vessel  and  cannot  be  reached.  The  bill  of 
lading  when  issued  will  bear  the  same  undesirable  notation 
unless  steps  are  taken  to  prevent  it.  The  steamship  agents  may 
sometimes  be  induced  to  issue  a  clean  bill  of  lading  in  such  cases, 
if  they  are  given  a  "letter  of  indemnity."  Such  a  letter  may 
read:    "In  consideration  of  your  signing  clean  bill  of  lading 

for shipped  by  us  per  S.  S.  ,  the  Dock  Receipt  for 

which  reads  'one  crate  broken,'  we  hereby  undertake  to  in- 
demnify you  against  any  claims  that  may  be  made  on  account 
thereof  on  arrival  of  the  vessel  at ." 

If  such  a  letter  is  accepted,  it  is  attached  to  the  ship's  copy 
of  the  bill  of  lading  in  question,  and  if  a  claim  is  made  on  ar- 
rival at  destination  in  respect  of  such  damage,  it  is  paid  by  the 
shipowners  and  recovered  by  them  from  the  shippers.  The 
latter  do  not  escape  liability ;  but  the  clean  bill  of  lading  which 
is  issued  does  not  arouse  suspicion  or  prompt  claims.  Means, 
however,  ought  always  to  be  adopted  to  prevent  loading  of  dam- 
aged or  weak  packages. 

Liabilities  of  Shipowners. — Quite  unlike  railways  the  liability 
of  shipowners  is  strictly  limited.  To  get  due  protection  for  the 
value  of  their  shipments  manufacturers  or  exporters  must  in- 
sure their  goods.  The  Harter  Act,  as  passed  some  years  ago  by 
Congress,  allows  cargo  carriers  to  exempt  themselves  from 
liability,  as  they  stipulate  in  the  usual  ocean  bill  of  lading.  The 
statute  was  adopted  in  order  that  American  steamship  compa- 
nies might  be  better  able  to  compete  with  those  of  other  nations. 
Several  important  maritime  countries,  notably  Great  Britain, 
already  had  such  statutes  in  force  and  vessels  were  thus  enabled 
to  take  their  freights  at  lower  rates  than  they  could  afford  on 
ours,  on  account  of  greater  liability  for  American  cargoes.  The 
shipowner,  however,  is  bound  to  see  that  his  vessel  is  seaworthy 
at  the  beginning  of  the  voyage  and  is  free  from  all  defects. 
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latent  or  otherwise.  If  there  is  an  explosion,  the  bursting  of  a 
boiler,  breakage  of  a  shaft,  etc.,  arising  entirely  out  of  some- 
thing that  happened  after  the  voyage  began,  the  carrier  is  re- 
lieved of  liability  by  this  provision  of  his  contract.  If  investi- 
gation shows,  however,  that  the  damage  arose  wholly  or  partly 
from  some  defect,  even  a  latent  defect,  which  was  in  existence 
at  the  beginning  of  the  voyage,  then  the  carrier  is  liable. 

A  bill  of  lading  is  both  a  receipt  for  goods  and  a  contract  to 
carry  them  as  explained  by  the  Journal  of  Commerce.  As  a  con- 
tract it  is  binding  upon  the  carrier  according  to  the  strictest 
construction  of  its  terms.  As  a  receipt  it  is  like  any  other 
receipt  and  may  be  explained  away.  When  duly  signed  it  is 
strong  prima  facie  evidence  against  the  steamship  company,  but 
if  the  latter  can  show,  for  example,  that  the  number  of  packages 
described  was  wrong  by  mistake  and  that  a  smaller  number 
only  were  in  fact  received,  such  a  condition  is  regarded  as  one 
which  the  shipper,  himself  or  through  his  agents,  was  legally 
open  to  have  known  and  is  conclusively  presumed  to  have  known. 

Attention  should  be  drawn  to  a  clause  in  some  steamship  bills 
of  lading  reading  to  this  effect:  ''The  amount  of  any  loss  or 
damage  for  which  any  carrier  is  liable  shall  be  computed  on 
the  basis  of  the  value  of  the  property  (being  the  bona  fide  in- 
voice price,  if  any,  to  the  consignee,  including  the  freight  charges 
if  prepaid)  at  the  place  and  time  of  shipment  under  this  bill 
of  lading."  This  it  will  be  noted  precludes  any  claim  for  settle- 
ment so  far  as  the  shipowner  is  concerned,  on  the  basis  of  what 
may  be  claimed  to  be  the  market  price  of  the  goods  at  point  of 
delivery.  More  often,  nowadays,  steamship  companies'  docu- 
ments make  them  responsible  for  ''market  price  at  port  of  des< 
tination  on  the  day  of  steamer's  entry  at  the  Custom  House." 

Parcel  Receipts. — ^A  good  many  but  not  all  steamship  com- 
panies offer  facilities  for  shipping  small  packages  of  insignifi^ 
cant  value  under  what  is  known  as  a  Parcel  Receipt.*  This 
form  was  originated  for  the  purpose  of  giving  shippers  an  oppor- 
tunity of  putting  in  possession  of  their  foreign  consignees 
samples  of  goods  shipped  by  the  same  vessel  under  regular  bills 
of  lading,  before  delivery  of  the  actual  goods  could  be  made. 
Parcels  thus  shipped  are  carried  separately  from  general  cargo 

1  See  Form  18. 
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Form  18 — Steamship  Parcel  Receipt. 

Some,  but  not  all,  steamship  companies  issue  Parcel  Receipts,  similar  in  a 
general  way  to  that  illustrated,  covering  packages  of  limited  size  and  insig- 
nificant value,  for  which  a  reduced  freight  charge  is  made. 
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and  are  more  promptly  delivered.  The  real  origin  of  the  prac- 
tice was  to  favor  English  shippers  of  piece-goods.  A  small  col- 
lection of  swatcheSy  or  sample  clippings,  of  the  goods  shipped  as 
cargo  is  despatched  under  parcel  receipt  and  promptly  upon 
arrival  of  the  vessel  is  delivered  to  consignees,  who  thus  have 
an  opportunity  of  taking  actual  samples  of  the  goods  to  their 
customers  and  selling  the  stocks  of  those  goods  while  the  cargo 
itself  is  in  process  of  discharge  and  clearance  through  Custom 
House,  which  may  sometimes  occupy  a  month  or  more. 

Parcel  receipts,  however,  may  sometimes  be  used  in  other 
ways,  even  for  small  packages  of  general  goods,  providing  the 
value  is  not  considerable.  The  steamship  companies  offering 
this  facility  restrict  the  size  and  value  of  such  parcels,  and  as 
the  parcel  receipt  is  regarded  as  a  favor  or  courtesy  and  not 
as  an  established  custom,  the  companies  reserve  the  right  to  re- 
fuse to  accept  packages  tendered  for  transportation  under 
them.  They  often  exercise  this 'right  when  they  feel  that  they 
have  been  imposed  upon  through  misrepresentation  of  values,  or 
something  of  that  sort.  Because  Parcel  Receipts  cannot  be 
regularly  or  even  frequently  used,  and  because  of  limits  as  to 
size  and  value,  they  are  not  dependable  as  an  escape  from  mini- 
mum bills  of  lading  or  forwarding  agents'  services. 

Regulations  of  the  companies  affecting  parcel  receipts  differ 
widely  both  as  to  size  of  packages  that  will  be  accepted  and 
their  value.  Rarely  is  a  package  measuring  more  than  3  or  5 
cubic  feet  accepted,  and  between  $10  and  $50  is  perhaps  the 
usual  limit  of  value  for  such  packages.  Charges  are  generally 
much  less  than  for  a  minimum  bill  of  lading,  but  the  parcel 
receipt  does  not  answer  the  same  purpose. 

Much  less  responsibility  is  assumed  by  steamship  companies 
under  parcel  receipt  than  under  bill  of  lading.  The  parcel  re- 
ceipt may,  however,  be  used  for  banking  purposes,  although 
seldom  so  utilized  because  of  the  limited  value  of  the  property 
thus  covered. 

OONSULAB  INVOICES  AND  SIMILAB  DOCUMENTS 

Nuisances  as  they  are,  we  Americans  cannot  complain  of  the 
somewhat  formidable  documents  called  consular  invoices  which 
are  required  by  practically  all  Latin  American  republics  and 
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by  Portugal  and  a  few  other  countries,  when  goods  are  shipped 
to  them.  The  United  States  Government  requires  that  quite  as 
intricate  and  puzzling  papers  accompany  all  imports  of  foreign 
goods  into  this  country.  The  income  from  fees  to  American 
consuls,  paid  according  to  our  law  by  foreign  shippers  for  cer- 
tifying such  invoices,  pretty  nearly  covers  the  whole  cost  of 
the  American  consular  service.  In  the  case  of  some  of  the  Latin 
American  countries  it  is  suspected  that  their  consuls  receive  no 
other  remuneration  than  the  fees  for  certifying  such  documents, 
which  they  are  permitted  to  retain.  Documents  falling  under 
this  general  head  are  of  several  sorts — ^the  consular  invoice 
proper,  consular  attestation  of  usual  invoice  or  certification  of 
ocean  bill  of  lading,  certificates  of  origin,  non-dumping  certify 
icates,  etc. 

Blinute  Exactness  Required. — Emphasis  has  already  repeat- 
edly been  placed  on  the  imperative  necessity  of  exactness  in 
every  detail  of  export  trade  relations.  In  no  other  phase  of 
such  relations  is  exactness  so  essential  as  in  the  preparation  of 
consular  invoices.  No  indefinite  or  inexact  statements  are  to 
be  tolerated.  No  corrections  or  interlineations  are  to  be  made. 
The  smallest  mistake  on  the  part  of  the  shipper  in  making  out 
these  documents  may  be  punishable  by  exceedingly  heavy  fines 
on  the  foreign  importer,  the  American  manufacturer's  customer, 
which  are  certain  to  react  on  the  shippers. 

In  doing  business  with  countries  where  documents  of  this 
sort  are  required,  customers  or  prospects  should  be  asked  and 
expected  to  give  definite  instructions  as  to  how  goods  are  to  be 
invoiced.  It  is  wiser  to  follow  instructions  received  from  cus- 
tomers rather  than  to  take  any  one's  advice  at  this  end  of  the 
line,  even  the  advice  of  a  consul  of  the  country  in  question.  The 
manufacturer  should  specifically  exempt  himself  from  all  re- 
sponsibility if  he  exactly  follows  his  customer's  instructions,  or 
in  the  absence  of  any  instructions,  is  forced  to  follow  his  own 
best  judgment,  relying  on  the  advice  of  consuls  or  others. 

Consular  Invoices.^ — A  consular  invoice  is  a  document  cover- 
ing all  the  customary  details  of  any  invoice  and  sometimes 
others,  which  is  usually  printed  in  the  language  of  the  country 
of  destination  of  the  goods,  must  be  fully  and  accurately  pre- 

1  See  specimens.  Forms  10  and  20. 
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pared  in  the  same  language  and  presented  and  sworn  to  by  the 
shipper  in  person,  or  by  some  authorized  representative  of  his, 
at  the  consulate  of  the  country  of  destination  in  the  American 
port  of  shipment.  The  number  of  copies  of  such  a  document 
which  are  required  in  different  countries  varies  from  two  to 
eight.  Sometimes  the  forms  are  to  be  purchased  from  the  con- 
suls in  question,  sometimes  they  must  be  obtained  from  certain 
stationers  authorized  to  sell  them. 

Fees  of  consuls  for  certifying  such  invoices  are  most  often 
graded  according  to  the  value  of  each  shipment.  Usually  the 
consul  retains  copies  for  himself  and  for  despatch  to  the  cus- 
tom house  of  his  country  to  which  the  goods  are  bound,  or  the 
bill  of  lading  will  not  be  signed  by  steamship  companies  without 
the  production  of  a  duly  attested  consular  invoice.  It  should 
be  noted  that  consular  invoices  are  not  required  to  accompany 
packages  sent  by  parcel  post,  excepting  only  in  the  case  of 
Cuba,  and  in  the  case  of  Nicaragua  if  the  value  of  the  parcel 
post  package  amounts  to  $50  or  more,  and  in  Chile  if  the  value 
is  $24.33.    A  Certificate  of  Origin  is  required  for  Uruguay. 

Description  of  Goods  in  Consular  Invoices. — ^It  is  in  the 
classification  of  goods  in  these  consular  invoices  that  there  exists 
the  greatest  opportunity  for  costly  mistakes.  The  author  when 
visiting  Venezuela  a  year  or  two  ago  wrote  in  this  regard: 
Goods  must  be  described  in  strictest  accordance  with  the  official 
classification  and  nomenclature.  If  nails,  for  example,  are  called 
spikes  and  manifested  as  coming  under  Class  II  instead  of  Class 
III  of  the  Venezuelan  tariff,  the  result  will  be  that  the  unfor- 
tunate importer  of  the  goods  must  not  only  pay  the  duty  on  the 
class  in  which  the  goods  are  manifested,  but  a  fine  equal  to  the 
duty  on  the  class  in  which  they  ought  to  have  been  manifested. 
Moreover,  in  addition,  the  importer  loses  the  goods  which  are 
confiscated  by  the  Government,  afterward  to  be  sold  at  auction 
for  its  own  benefit.  Since  the  amount  of  the  fin6  imposed  goes 
to  the  man  who  discovers  and  reports  the  mistake,  there  are 
very  few  mistakes  indeed  that  pass  unnoticed. 

Certiflcates  of  Origin. — ^A  good  many  countries  make  in  their 
tariff  laws  what  they  call  two  columns  of  duties,  one  being  a 
general  duty,  and  the  other,  called  the  **most  favored  nation 
column,'*  applying  to  the  products  of  nations  with  whom  special 
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treaties  have  been  negotiated.  In  order  to  take  advantage  of 
the  lower  rates  of  the  most  favored  nation  column,  it  is  neces- 
sary that  goods  from  countries  subject  to  these  rates  be  accom- 
panied hy  what  is  known  as  a  certificate  of  origin,  that  is — 
as  refers  to  us — a  document  certifying  that  the  goods  in  ques- 
tion are  the  product  or  manufacture  of  the  United  States  and  of 
no  other  country. 

In  the  case  of  certain  markets  no  special  documents  of  this 
sort  are  required  because  the  point  is  covered  by  the  usual 
consular  invoice,  as  for  example  in  Cuba  and  Brazil.  Ship- 
ments to  other  countries  which  do  not  require  consular  invoices 
may  have  to  be  accompanied  by  certificates  of  origin  when 
certain  goods  are  in  question  which  are  entitled  to  specially 
favorable  tariflp  treatment.  This  particularly  applies  to  goods 
shipped  to  France  and  Japan,  with  which  countries  treaties  have 
been  negotiated  admitting  at  low  tariflE  rates  certain  kinds  of 
American  goods.^ 

''Non-Dumping"  Certificates. — ^Certain  British  colonies  at 
tempt  to  guard  against  the  ** dumping''  of  foreign  goods  into 
their  markets  at  exceptionally  low  prices,  or  at  rates  less  than 
cost  of  production,  by  requiring  from  shippers  certificates  to 
the  effect  that  the  invoice  prices  are  the  customary  prices  in 
country  of  origin.  The  colonies  in  question  are  Australia,  New 
Zealand,  South  Africa  and  Canada. 

The  customary  phraseology  of  such  certificates  is  self-explana- 
tory. For  shipments  to  the  Union  of  South  Africa  invoices 
must  bear  the  following  notation:  **I  declare  that  the  values 
appearing  on  the  body  of  this  invoice  represented  at  the  date  of 
the  invoice  the  open  market  value  of  the  goods  if  sold  for 
home  consumption  in  the  United  States,  and  that  the  discounts 
shown  are  the  same  as  those  granted  on  similar  quantities  sold 
for  consumption  in  the  United  States."  In  addition,  the  fol- 
lowing declaration  must  appear:    ''The  cost  of  packing  and 

packages  included  in  the  selling  priae  mentioned  herein  is ." 

If  unpacked,  ''The  goods  mentioned  herein  are  not  packed." 

If  there  are  a  number  of  items  on  the  invoice  and  the  home 
consumption  prices  or  discounts  differ  from  the  export  figures, 
then  it  is  required  thftt  botb  shall  be  set  forth  in  two  parallel 

%  See  Form  2h 
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CERTIFICAT  D*ORIQINE 

Certificate  of  Orisin 

Nous  wiwdgnu !...D •...?-... Edgar ^  .Ag©xit  ...de. 

The    undeniffned  (Owner  or  Agent,  or  &c.X 


(for) 


.Prof.il.e.'..T.y.pe«?rlter  Oo*^  .Detroit,.  Iticb^ DMaroM 

(Name  and  address  of  Owner  or  Stalppter)  *^-^' — 


Declare 


que  lea  Marehandiaet  eMpria  dMgndea, 
that  the  following  mentioned  goods 


NOMBRB  DK 

FAQUETS  ov 

COI«IS 

ou 

CAISSES 

Number  of 

Packages 

Boxes  or  Cases 


30 


MARQU8S 
Marks 


B 

PARIS 


NOMBRBS 

Numbers 


POID8 
Weight 


BRUT 
Gross 


EII08 


918 


MST 


Klloa 


5aek 


DESCRIPTION 


Machines  d 
eorire 


et  embarquiea 

And  shimmed  on 


Je  S.  S.. 

theS.a 


..V.Eapagnfi.?. 

(Name  of  Ship) 

d  la  date  dulQ,J,\lXlla.%.adresa4eedM.  M.A0}XlaQX.%..J.X!SX9M.^?.9^^^^ 

on  the  date  of  (date)  consigned  to  (Name  and  Address  of  Consignee) 


PrSU   iserment   devant  moi, 
\  Sworn  to  before  me 

e«10.:."!'?..Ji>ur...Julllet 

NOTARY    PUBUQj^^ 
MIW  YPttK  COUNTY  WoJLfeJL^L 


aani     le    produU    dee    Etate     Unie    d^Amenque. 
are        the     product      of  the    United     States       of  America. 

Fait  a  New  York  fe,...10....J.Uill.et ! 

Dated  at  New  Yjprk  on  the  (date) 

(Signature) 


RCOISTCN  No.ili^i.L 


Form  21 — Certificate  of  Origin. 

SjK'h  a  Ortifirate  of  Orifjin.  corlif yintr  ]iy  oath  before  h  Notary  Puhlir  that 
ffoorls  shipped  havp  benn  nuinufncturori  in  th**  I'Tiit^^d  States,  is  tpquirf^d  ir» 
the  case  of  certain  goods  shipppd  to  Bomp  count riPs  in  order  to  BP<*ure  the 
benefit  of  the  lowest  rates  of  duty. 


Digitized  by 


Googk 


MAKING  THE  SHIPMENT  429 

columns,  headed  '*home  consumption"  and  *' export''  prices. 
Such  declarations  must  be  signed  by  some  properly  authorized 
individual  who  must  show  his  title,  e.g.,  manager,  member  of 
firm,  secretary,  treasurer  or  chief  clerk.  A  declaration  of  similar 
character  is  required  in  the  case  of  shipments  to  Australia  or 
New  Zealand.  A  more  elaborate  certificate  is  required  in  the 
case  of  shipments  to  Canada  but  the  intent  is  the  same.^ 

Regular  and  frequent  shippers  to  these  colonial  markets  often 
print  the  form  of  certificates  at  the  foot  of,  or  on  the  reverse 
side  of  invoices,  in  appropriate  form  for  signature. 

Bates  of  Duty  Under  Foreign  Tariffs.— At  this  point  it  is 
advisable  to  remark  that  ordinary  inquiries  as  to  the  rate  of 
duty  which  will  be  assessed  on  any  given  article  when  imported 
into  most  of  the  Latin  American  republics  are  entirely  useless 
because,  among  other  reasons,  the  tariffs  of  these  republics  are 
constantly  changing.  They  are  almost  invariably  subject  to 
temporary  surcharges  imposed  from  time  to  time  and  nomi- 
nally only  for  certain  periods,  or  to  meet  sundry  expenses,  such 
as  the  building  of  a  national  theater,  the  construction  of  port 
works  or  the  equipment  of  a  military  force  to  put  down  an  in- 
cipient revolution.  Sometimes  there  may  be  half  a  dozen  such 
surcharges. 

In  principle,  in  regard  to  the  tariff  of  any  foreign  country, 
it  is  seldom  possible  for  any  one  who  has  not  had  actual  per- 
sonal experience  in  the  country  about  which  inquiry  is  made, 
and  in  the  importation  into  that  country  of  the  identical  article 
in  question,  to  make  any  definite  statement  in  regard  to  the 
exact  rate  of  duty  which  will  be  imposed.  Printed  tariff  laws 
are,  in  every  country  of  the  world,  subject  to  myriads  of  ex- 
ceptions and  special  rulings  just  exactly  as  are  our  own  laws 
in  the  United  States,  as  witnessed  by  the  endless  procession  of 
our  Customs  Court  and  Treasury  Department  decisions.  The 
only  way  of  definitely  learning  just  what  duty  will  be  applied 
in  any  country  is  by  submitting  actual  samples  of  the  goods 
to  the  competent  custom  house  officials  in  the  country  about 
which  inquiry  is  made,  obtaining  an  official  ruling.    Even  this 

I  The  official  form  of  invoice  for  Canada,  known  as  Form  1-M,  may  be 
obtained  from  any  British  consulate  as  weU  as  up-to-date  instructions  as  to 
phraseology  of  declarations  for  South  Africa,  Australia  and  New  Zealand. 
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does  not  always  suffice.  In  so  highly  civilized  a  country  as 
France  instances  have  been  known  where  official  rulings  have 
thus  been  obtained,  but  when  the  goods  were  actually  imported 
heavy  fines  have  been  imposed  for  wrong  declaration,  ap- 
parently through  the  complicity  of  custom  house  officials.  In  a 
great  many  countries  half  if  not  all  of  fines  imposed  go  to  the 
officials  who  discover  the  mistakes. 

Tariff  Treatment  of  American  Ooods.— As  a  matter  of  fact 
it  is  only  rarely  the  case  that  an  American  manufacturer  has 
any  real  interest  in  the  rate  of  duty  which  will  be  charged  on 
his  goods  in  any  foreign  market.  It  is  the  business  of  his  cus- 
tomers, importers  in  such  markets,  to  know  all  about  the  duties 
which  they  will  have  to  pay.  As  a  rule,  the  manufacturer's' 
only  interest  in  such  regards  is  to  know  that  American  goods 
of  the  sort  in  which  he  is  interested  are  subject  to  the  same 
duties  as  are  any  other  foreign  goods,  that  there  is  no  dis- 
crimination against  his  products.  This  may  be  said  in  a  gen- 
eral way  to  be  the  case  in  every  country  with  which  we  do  busi- 
ness. 

In  some  countries,  indeed,  American  goods  receive  especially 
favorable  treatment.  For  example,  they  enjoy  a  20  per  cent, 
reduction  in  duty  when  imported  into  Cuba,  and  certain  of 
our  products  are  granted  tariff  favors  in  Brazil  and  in  Nica- 
ragua which  similar  goods  manufactured  in  other  countries  do 
not  receive.  A  certain  discrimination  against  American  goods 
exists  in  some  of  the  British  Colonies  where  a  tariff  preference 
ranging  from  3  per  cent,  to  10  per  cent,  in  the  duties  is  ex- 
tended to  the  products  of  the  mother  country  or  of  sister  colo- 
nies. It  is  a  notable  fact,  however,  that  despite  these  prefer- 
ences for  British  goods,  British  trade  has  not  increased  at 
more  than  the  normal  rate,  while  American  trade  had  grown  far 
more  rapidly  and  even  in  the  very  articles  which  the  preference 
was  intended  to  cover  before  the  war  forced  new  trade  to  us. 

Study  of  Foreign  Tariffs  Often  Profitless.— The  reader  will 
do  well  neither  to  attach  importance  to  rates  of  foreign  duties 
on  his  goods  nor  attempt  to  study  them  out.  The  rate  of  duty 
as  affecting  possibility  of  making  sales  is  rarely  even  of  inter- 
est to  the  average  American  manufacturer  save  when  he  is  con- 
templating competition  in  a  foreign  country  with  big  or  im- 
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portant  native  factories.  In  such  a  case  customers,  prospects 
or  agents  on  the  ground  can  advise  far  more  intelligently  than 
can  any  independent  study  he  himself  may  try  to  make — espe- 
cially as  there  are  landing  charges,  brokerage  and  a  dozen 
other  items  of  landed  costs  to  be  taken  into  consideration. 

In  every  tariff  there  are  hundreds  if  not  thousands  of 
schedules,  almost  invariably  on  an  entirely  different  basis  from 
our  own.  Indexes  are  neither  full  nor  dependable.  After 
hours  upon  hours  of  unsuccessful  search  one  is  inclined  to  take 
refuge  in  the  ''n.o.e.''  category,  guess  that  one's  goods  will  be 
'*not  otherwise  enumerated" — ^but  one  never  knows  whether 
he  will  be  right  in  his  guess. 

Tariffs  of  almost  all  other  countries  are  unlike  our  own  in 
substituting  specific  for  ad  valorem  duties,  usually  taxes  on  the 
basis  of  weight,  which  may  be  gross,  net  or  legal  weight.  Tare 
for  packages  is  often  established  by  law.  Often  an  ''official 
valuation''  is  established,  i.e.,  the  law  will  declare  that  a  cer- 
tain article  is  worth  a  certain  price,  on  which  price  duties  will 
be  levied  no  matter  what  the  actual  invoice  says  about  it. 
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CHAPTER  XIII 

MARINE  INSURANCE 

Why  Marine  Insurance  Is  Necessary — When  the  Duty  of  Effect- 
ing Insurance  Devolves  on  Manufacturers — The  Principles  In- 
volved in  Marine  Insurance — An  Explanation  of  **  General 
Average'^  and  ^'Particular  Average** — Insurance  Policies  and 
Certificates  Issued  Under  Them — Peculiar  Phraseology  of  Pol- 
icies Explained — Insurance  Against  War  Bisk — Hoio  Insur- 
ance Claims  Are  Collected. 

MARINE  insurance  is  perhaps  that  feature  of  business  re- 
lations with  foreign  countries  which  differs  most  strik- 
ingly and  radically  from  practices  usual  in  our  domestic 
trade.  We  do  not  often  insure  goods  shipped  by  rail  in  the 
United  States,  because  the  railway  companies  are  by  our  laws 
the  insurers  of  the  goods  they  transport.  They  are  responsible 
for  loss  or  damage  en  route.  .  Ocean  steamships,  on  the  contrary, 
are  specifically  exempted  by  the  laws  of  nearly  all  countries  from 
almost  every  form  of  liability  excepting  when  loss  or  damage 
arises  from  negligence,  fault  or  failure  in  proper  loading,  stow- 
age, custody,  care  or  proper  delivery  of  merchandise.  Prac- 
tically all  other  risks  have  to  be  assumed  by  the  shipper  or  his 
consignee  or  some  form  of  insurance  protection  secured. 

Since  shipments  are  always  insured  for  the  benefit  of  the  con- 
signee, since  he  pays  the  cost  of  ini^rance,  he  may  be  expected  to 
instruct  the  shipper  as  to  the  form  of  insurance  which  he  desires 
and  is  willing  to  pay  for.  Manufacturers  should  always  ask 
their  customers  for  instructions  in  this  regard  and  the  various 
kinds  of  insurance  protection  may  be  diplomatically  explained 
to  small  importers  not  accustomed  to  oversea  transactions,  while 
in  every  ingtance  c.i.f .  quotations  made  by  manufacturers  should 
specifically  define  the  kind  of  insurance  proposed  and  included 
in  the  c.i.f.  prices.    Shippers,  therefore,  must  tbeinselvea  tm- 
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derstand  clearly  both  the  general  subject  and  the  various  facili- 
ties which  are  available. 

WHEN  AND  HOW  TO  INSXTBE 

Every  manufacturer  or  other  shipper  of  goods  for  export 
must  invariably  cover  his  shipments  by  appropriate  insurance, 
or  make  certain  that  others  do  so.  When  goods  are  ordered  and 
shipped  by  an  export  commission  house,  the  latter  will  attend  to 
the  insurance  without  instructions  from  the  manufacturer. 
When  shipments  are  made  through  forwarding  agents  they  must 
be  told  how  and  for  how  much  to  insure — although  they  seldom 
fail  to  enquire  for  such  instructions.  Usually  in  the  case  of 
shipments  through  forwarding  agents  the  manufacturer  himself 
does  not  effect  the  insurance,  although  he  may  do  so  if  he 
chooses;  the  rule  is  that  the  forwarder  attends  to  it,  following 
the  authority  and  directions  of  the  manufacturer.  But  when  a 
manufacturer  does  his  own  shipping  then  he  alone  is  responsible 
for  this  very  important  matter  of  insurance  which  he  must  never 
overlook  or  forget. 

Lists  of  companies  which  issue  marine  policies  are  included  in 
the  Export  Trade  Directory.  Correspondence  direct  with  any 
of  them  will  result  in  suitable  arrangements.  It  should  be  noted 
that  one  agency  often  controls  or  issues  policies  for  a  number  of 
different  insurance  companies,  placing  each  with  whichever 
company  circumstances  may  indicate.  Hence  correspondence 
should  preferably  be  addressed  to  agents  rather  than  to  special 
companies. 

The  Insurance  Broker. — ^A  shipper  may  effect  his  own  insur- 
ance directly  with  the  companies  which  he  prefers  or,  if  he 
chooses,  he  may  employ  a  professional  insurance  broker.  Ex- 
port commission  houses  and  other  large  and  regular  shippers  al- 
most always  employ  a  broker,  believing  that  they  are  thus  able 
to  secure  the  most  advantageous  rates  as  well  as  special  features 
of  protection.  These  brokers  are  paid  by  the  insurance  com- 
panies a  commission  on  the  premiums,  said  to  range  from  2V^ 
to  5  per  cent.  The  familiarity  of  the  brokers  with  the  practices 
of  sundry  companies,  as  well  as  those  foreign  countries  where 
special  organizations  may  be  maintained  by  certain  companies, 
h  often  of  advantage  to  shippers  in  placing  their  risks. 
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THE  PRINOIPLE  OF  UARINE  INSUBANOE 

Fire  and  life  insurance  with  all  of  their  ramifications  are  ev- 
erywhere familiar.  Marine  insurance  is  far  older  than  these 
other  forms  but  because  hitherto  less  common  in  this  country  is 
seldom  understood.  It  is  indeed  a  complicated  subject  which 
can  only  be  reviewed  briefly  in  a  single  chapter.  Many  more  or 
less  elaborate  and  technical  treatises  are  available  to  the  student 
who  wishes  to  make  a  thorough  investigation. 

We  have  a  number  of  American  companies  insuring  marine 
risks  usually  in  connection  with  other  forms  of  insurance. 
They 'have  active  competitors  in  the  shape  of  foreign  companies 
who  began  to  establish  themselves  in  this  country  in  the  70*8, 
after  numerous  American  companies  had,  it  is  claimed,  been 
ruined  by  losses  of  American  vessels  during  the  Civil  War  and 
had  been  denied  by  Congress  any  share  in  the  $15,000,000  Ala- 
bama Claims  indemnity,  although  the  claims  of  these  American 
insurance  companies  had  been  used  by  the  United  States  Gov- 
ernment in  contending  with  Great  Britain  for  this  indemnity 
and  in  making  up  its  sum.  Favored  by  local  legislation,  espe- 
cially in  the  State  of  New  York,  English,  German  and  other 
European  even  Chinese  marine  insurance  companies,  have  com- 
peted with  American  companies  in  the  business  of  insuring 
American  cargoes. 

Antiquity  of  Marine  Insurance. — ^Levantine  traders  of  the 
Mediterranean  the  great  seat  of  ancient  commerce,  are  known 
to  have  evolved  certain  principles  of  marine  protection  which 
forms  a  part  of  our  system  of  to-day,  2,500  years  ago,  perhaps 
more.  The  old  Rhodian  laws,  parts  of  which  were  later  incor- 
porated in  the  Roman  law  made  in  times  when  ships  were  chiefly 
propelled  by  oars,  provided  that  when  in  case  of  danger  to  the 
ship  it  was  necessary  to  throw  cargo  overboard,  the  loss  involved, 
undertaken  for  the  benefit  of  all  concerned,  should  be  made  good 
by  pro  rata  contributions  from  all.  This,  as  we  shall  see,  has 
descended  to  our  own  day.  It  is  known,  too,  that  the  same  an- 
cient laws  protected  traders  from  other  losses  at  sea,  although 
the  exact  forms  have  not  been  recorded. 

The  Lombards  from  Italy,  the  richest  traders  in  Europe  in 
the  Middle  Ages,  are  believed  to  have  introduced  marine  insu^- 
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ance  into  England  in  the  fifteenth  century.  The  earliest  known 
marine  insurance  policy  is  dated  1680.  In  the  early  days  of  the 
American  colonies  their  maritime  shipments  were  insured  in 
London,  but  insurance  oflSces  were  established  in  this  country 
as  early  as  1721,  in  those  days  carrying  on  the  business  in  the 
fashion  common  in  London,  that  is  through  underwriters. 

Insurance  "Underwriters." — ''Lloyds"  is  to-day  synonymous 
with  insurance  the  world  over.  The  Corporation  of  Lloyds  as 
it  now  exists  in  London  grew  out  of  an  association  of  under- 
writers which  originated  from  the  practice  of  gentlemen  inter- 
ested in  marine  insurance  meeting  daily  at  a  popular  coffee  house 
established  in  London  by  Edward  Lloyd  as  early  as  1692.  To- 
day there  are  about  400  members  of  Lloyds  who  make  headquar- 
ters in  the  Royal  Exchange,  London.  They  carry  on  business 
in  very  much  the  same  fashion  as  they  did  two  hundred  years 
ago. 

Seldom  is  one  risk  assumed  by  one  man.  A  memorandum  is 
usually  submitted  to  various  members  of  Lloyds  by  an  English 
merchant  or  shipper,  giving  particulars  of  the  risk  which  he 
desires  covered.  Any  member  of  Lloyds  who  wishes  to  **take 
a  line"  on  the  proposed  risk  ** initials  the  slip,"  signifying  that 
he  accepts  such  part  of  the  total  value  to  be  covered  as  he  may 
indicate.  If  the  risk  is  one  for  £1,000  it  will  probably  be  cov- 
ered by  anywhere  from  five  to  ten  individuals,  each  subscribing 
for  a  share  in  the  risk  of  from  £50  to  £200,  at  the  rate  of  pre- 
mium which  has  been  fixed  as  covering  the  whole  risk.  There- 
after, a  formal  policy  is  prepared  which  becomes  the  actual  con- 
tract of  insurance  and  is  signed,  or  ''undenjritten,"  by  the  in- 
dividuals who  have  agreed  to  accept  proportionate  shares  of 
the  risk.  The  effecting  of  marine  insurance  through  ''under- 
writers" long  ago  went  out  of  fashion  in  this  country  and  is  now 
exclusively  in  the  hands  of  large  companies  which  always  as- 
sume the  entire  risk  in  each  instance  even  though  they  may 
thereafter  re-insure  portions  with  other  companies.  It  is  to  be 
noted  that  individual  underwriters  do  not  by  any  means  control 
the  entire  marine  insurance  business  in  England.  Large  and  im- 
portant companies  exist  there  also. 

Liabilities  of  Ocean  Carriers. — In  our  consideration  of  the 
nature  and  form  of  bills  of  lading,  we  have  remarked  the  limita- 
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tions  to  the  liability  of  ocean  carriers  secured  through  the  Harter 
Act.  It  is  here  to  be  noted  in  addition,  that  if  a  shipowner  ex- 
ercises due  diligence  to  make  his  vessel  in  all  respects  seaworthy 
and  properly  manned,  equipped  and  supplied,  neither  he  nor  the 
charterers  shall  be  held  responsible  for  damage  or  loss  resulting 
from  faults  or  errors  in  navigation  or  in  the  management  of  the 
vessel,  nor  shall  they  be  held  liable  for  losses  arising  from  dangers 
of  the  sea,  acts  of  God,  or  public  enemies,  or  the  inherent  defect, 
quality  or  vice  of  the  thing  carried,  or  from  insufficiency  of 
package,  or  seizure  under  legal  process,  or  for  loss  resulting  from 
any, act  or  omission  of  the  shipper  or  owner  of  the  goods,  or 
from  saving  or  attempting  to  save  life  or  property  at  sea,  or 
from  any  deviation  in  rendering  such  service.  It  is  obvious, 
therefore,  that  the  responsibility  for  a  good  many  kinds  of  losses 
which  may  be  incurred  can  with  difficulty  be  brought  home  to 
the  carrier.  The  shipper's  protection  against  any  other  losses 
must  be  secured  through  marine  insurance. 

Protection  Under  Simple  Blarine  Policy. — Marine  insurance 
is  not  primarily  intended  to  cover  any  other  than  strictly  marine 
risks  properly  included  under  the  term  ** perils  of  the  sea." 
Loss  or  damage  must  be  directly  traceable  to  perils  of  the  sea. 
Loss  from  other  causes,  deterioration  of  perishable  goods,  break- 
age, leakage  and  robbery,  are  not  covered  by  the  marine  policy 
except  under  special  contract  and  in  consideration  of  special 
premiums. 

To  the  uninitiated  the  term  '* perils  of  the  sea"  might  convey 
the  idea  that  in  obtaining  a  policy  of  marine  insurance  he  will 
be  indemnified  against  every  damage  which  his  goods  might 
suffer  in  course  of  their  voyage.  The  definition  of  this  term  in  a 
judgment  of  Lord  Herschell  in  1887,  is  accepted  as  the  best  ex- 
tant. **I  think  it  clear  that  the  term  'perils  of  the  sea'  does 
not  cover  every  accident  or  casualty  which  may  happen  to  the 
subject  matter  of  the  insurance  *on'  the  sea.  It  must  be  a  peril 
*of '  the  sea.  AgaiQ,  it  is  well  settled,  that  it  is  not  every  loss  or 
damage  of  which  the  sea  is  the  immediate  cause  that  is  covered 
by  these  words.  They  do  not  protect,  for  example,  against  that 
natural  and  inevitable  action,  which  results  in  what  may  be  de- 
scribed as  wear  and  tear.  There  must  be  some  casualty,  some- 
thing which  could  not  be  foreseen  as  one  of  the  necessary  inci- 
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dents  of  the  adventure.  The  purpose  of  the  policy  is  to  secure 
an  indemnity  against  accidents  which  may  happen,  not  against 
events  which  mtist  happen." 

Bisks  not  Covered  by  Simple  Policies. — One  of  the  contin- 
gencies against  which  an  ordinary  policy  of  marine  insurance 
does  not  protect  is  thus  described  by  William  C.  Downs  in  an 
article  in  the  American  Exporter: 

'*An  importer  is  simply  causing  himself  unnecessary  trouble 
and  expense  in  making  claim  for  some  losses  unless  his  policy 
expressly  covers  them.  He  should  carefully  study  the  nature  of 
his  imports  and  determine  whether  he  can  run  the  risk  of  losses 
from  these  causes  or  whether  it  is  better  business  to  pay  the 
extra  premium  to  be  insured  against  them.  Many  a  merchant 
in  certain  countries  finds  upon  examining  cases  received  in  ap- 
parent good  condition  that  a  portion  of  their  contents  has  been 
abstracted  by  expert  pilferers.  He  naturally  makes  claim  against 
the  steamship  line  or  carrier,  and  is  probably  met  by  a  denial  of 
responsibility  on  the  ground  that  the  bill  of  lading  merely  calls 
for  the  delivery  of  so  many  packages  *said  to  contain'  such  and 
such  merchandise,  and  that  they  have  no  means  of  knowing  that 
the  packages  ever  contained  the  goods  said  to  have  been  stolen. 
His  only  remaining  recourse  is  the  insurance  company,  but  un- 
less his  policy  distinctly  states  that  it  includes  the  risk  of  theft 
and  pilfering,  he  may  as  well  pocket  his  loss  at  once  and  save 
himself  further  disappointment," 

Loss  or  damage  by  fire  must  be  covered  by  a  special  clause  in 
the  insurance  policy.  Usually  such  a  special  clause  covers 
against  risk  for  specific  periods  while  lying  on  the  quay  or  in  the 
custom  house  at  port  of  destination.  Sometimes  such  risk  may 
be  still  further  extended. 

To  exclude  apparently  inevitable  loss  which  certain  goods  al- 
ways seem  to  suffer  at  the  end  of  a  voyage  and  to  prevent  many 
vexatious,  petty  claims,  insurance  policies  always  provide  that 
damage  in  regard  to  such  articles  shall  not  be  paid  unless  it 
amounts  to  a  certain  percentage  of  the  value  of  such  articles. 
This  is  called  the  ''franchise,"  and  this  form  of  insurance  is  re- 
ferred to  as  ''free  of  particular  average."  It  is  a  feature  of 
almost  all  ordinary  policies  of  marine  insurance  but  may  be  su- 
perseded by  special  contracts  covering  "all  risks,"  or,  as  it  is 
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sometimes  termed,  ''with  average."  These  expressions  we  shall 
shortly  examine  more  particularly. 

Special  Contract  Protection. — The  scope  of  marine  insurance 
has  been  so  extended  nowadays  that  it  is  possible  to  include  in  a 
policy  special  clauses  covering  almost  any  sort  of  protection  de- 
sired— ^all,  of  course,  by  agreement  with  underwriters  and  on  pay- 
ment of  agreed  upon  premiums.^  Biders  affixed  to  policies  in 
printed  and  gummed  form,  or  added  by  rubber  stamps,  are  num- 
bered by  the  hundred.  It  is  possible  for  a  manufacturer  to  in- 
sure his  goods  while  en  route  from  inland  factory  through  to  in- 
land point  of  foreign  destination  by  rail,  steamer  and  any  other 
necessary  form  of  transportation;  to  insure  them  against  fire, 
theft,  leakage,  breakage,  even  against  earthquakes  and  dangers 
of  mule-back  transportation  in  Latin  American  countries. 

Wherever  possible,  arrangements  should  be  made  with  the  in- 
surance company  to  cover  all  risks  from  the  moment  the  goods 
leave  the  point  of  origin,  the  factory,  until  they  are  placed  in  the 
warehouse  of  the  foreign  customer,  including  a  good  margin,  say 
thirty  days  whilst  the  goods  are  awaiting  clearance  in  a  foreign 
custom  house.  This  latter  point  must  always  be  discussed  di- 
rect with  the  customer,  for  in  some  instances  customers  object 
to  pay  a  higher  insurance  than  the  rate  for  sea  risks  only,  al- 
though their  objections  are  based  on  a  wrong  conception  of  the 
risks  to  be  covered  and  the  making  of  a  single  claim  is  usually 
enough  to  convince  a  customer  of  the  advisability  of  insuring 
right  up  to  delivery  to  his  warehouse. 

Importers  Should  lactate  Form  of  Insurance.— All  insurance 
risks  are  proper  subjects  for  discussion  between  importer  and 
shipper,  between  whom  a  thoroughly  good  mutual  understanding 
should  be  arrived  at,  but  it  is  the  ynporter  alone  who  can  indi- 
cate just  the  form  of  insurance  which  he  desires.  Large  im- 
porters in  the  better  organized  markets  of  the  world  are  thor- 
oughly well  posted  as  to  insurance  conditions,  but  many  will  be 
found  in  less  developed  markets,  particularly  throughout  Latin 
America,  who  really  know  very  little  about  the  various  kinds 
of  protection  available.  "When  suspicion  develops  that  this 
may  be  the  case  the  American  shipper  may  very  well  under- 
take to  point  out  some  of  the  features  of  possible  protection,  thus 

iFor  some  exampleBi  see  Form  22,  both  face  and  endorsement. 
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seeking  more  intelligent  direction  from  his  customer  who  will  be 
charged  with  the  premiums  required. 

War  risk  insurance  is  properly  no  part  of  marine  insurance 
protection.  The  word  insurance  as  used  between  buyer  and 
seller  in  times  of  peace  is  to  be  interpreted  as  usual  under  such 
conditions,  and  cannot  be  supposed  to  include  war  risk. 

AVESAGE— GENERAL  AND  PABTICULAB 

Inexperienced  shippers  are  sure  to  be  puzzled  by  the  word 
** average"  as  they  encounter  it  in  a  study  of  marine  insurance. 
Average  is  not  used  in  connection  with  marine  insurance  in  its 
usual  sense,  in  fact,  it  is  another  word  altogether,  derived  from 
quite  another  source,  or  at  least  with  a  very  different  applied  sig- 
nification. Average  in  marine  insurance  seems  to  be  immedi- 
ately derived  from  those  words  in  the  Romance  languages  of 
which  the  French  avarie  is  perhaps  the  most  familiar  example, 
meaning  damage. 

Definitions  of  ''Average/' — One  of  the  good  definitions  of 
the  two  sorts  of  average  noticeable  in  marine  insurance  policies, 
namely,  ''Particular  Average*'  and  "General  Average,''  is  that 
given  by  the  president  of  one  of  the  American  marine  insurance 
companies.  "Where  there  is  partial  loss  and  the  insured  cannot 
or  does  not  elect  to  abandon  and  receive  the  entire  indemnity, 
it  becomes  necessary  to  ascertain  the  amount  for  which  the  in- 
surer is  liable.  Such  partial  losses  are  known  by  the  name  of 
average.  ...  It  is  frequently  necessary  to  sacrifice  some  part  of 
the  ship  or  cargo  in  order  to  save  the  rest.  It  is  obviously  un- 
just to  have  the  entire  burden  of  loss  under  such  circumstances 
fall  upon  the  party  whose  property  is  thus  voluntarily  destroyed 
or  injured.  Maritime  law,  therefore,  prescribes  the  way  in 
which  such  losses  shall  be  apportioned  or  'averaged'  among  all 
the  interests  at  stake.  The  term  'average'  was  later  extended  to 
include  losses  of  all  kinds.  To  distinguish  those  losses  which  are 
of  such  a  nature  that  they  ought  to  be  apportioned  among  all  the 
parties  from  those  which  ought  to  be  borne  entirely  by  the  party 
whose  property  is  damaged,  the  former  kind  of  loss  is  called  'gen- 
eral average,'  the  latter  'particular  average.'  " 

According  to  a  prominent  English  authority.  General  Average 
is  defined  as  "all  loss  arising  out  of  a  voluntary  sacrifice  made  of 
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any  part  of  the  ship  or  cargo  to  prevent  loss  of  the  whole  or  to 
rescue  the  whole  adventure  from  unusual  peril."  If  A's  goods 
are  damaged  or  destroyed  by  water  pumped  into  a  ship  to  save 
the  ship  and  the  whole  cargo  from  destruction  it  is  not  equable 
that  A  should  suffer  the  whole  loss.  It  is  to  be  apportioned. 
Particular  Average  is  defined  as  **  damage  or  partial  damage  to 
the  ship  or  to  the  particular  subject  to  which  the  policy  relates." 

General  Average. — ^An  exporter  of  slight  experience  is  likely 
to  be  surprised  and  resentful  when  he  is  told  that  he  has  not 
only  lost  his  goods  but  must  also  pay  for  the  privilege  of  losing 
them.  Yet  the  principle  involved  is  well  recognized  and  logical, 
and  has  already  been  referred  to  in  our  notice  of  the  antiquity 
of  marine  insurance.  Even  the  ancients  agreed  that  when  in  a 
storm  or  on  account  of  an  accident  it  was  necessary  to  sacrifice 
part  of  a  cargo  for  the  safety  of  all  the  cargo  and  the  ship  itself, 
all  the  parties  at  interest,  the  owners  of  the  cargo  saved  or  not 
saved  and  the  owners  of  the  ship,  should  contribute  to  the  sacri- 
fices made  for  the  safety  of  all.  If  a  shipper  of  goods,  either  on 
his  own  account  or  as  agent  for  his  foreign  buyers,  has  not 
protected  those  goods  by  a  suitable  policy  of  marine  insurance 
he  must  suffer  losses  described  as  ** general  average"  losses. 
General  average  exists  quite  independent  of  insurance.  The  lia- 
bility for  a  contribution  to  general  average  is  a  common  law 
liability. 

Not  only  must  those  interests  which  have  sustained  loss  or 
damage  by  a  general  average  sacrifice  contribute  to  the  costs 
incurred  in  making  good  such  a  loss  or  damage,  but  the  amount 
itself  which  has  been  made  good  must  also  pay  its  proper  pro- 
portion toward  the  general  average.  The  owner  of  property 
which  has  been  sacrificed  must  not  be  in  a  better  position  than 
those  whose  property  has  been  saved. 

Therefore,  whether  or  not  a  shipper  has  received  instructions 
from  his  foreign  customers  to  insure  the  goods,  he  must,  none 
the  less,  insure  them  for  his  own  protection,  although  the  ship- 
ment is  regarded  as  the  customer's  property,  and  no  matter 
what  the  legal  aspect  of  his  customer's  responsibility  may  be. 
A  consignee  might  decline  to  acknowledge  any  interest  in  the 
shipment.  When  a  general  average  loss  has  been  incurred  the 
shipper  or  the  known  owner  of  the  goods  will  be  notified  of  an 
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assessment  to  meet  general  average  costs  and  a  bond  will  be 
required  of  him  to  cover  ultimate  contributions.  If  he  is  pro- 
tected by  a  marine  insurance  policy  he  has  only  to  turn  such 
notificatipn  over  to  his  insurance  underwriters  and  they  will  take 
care  of  the  matter  for  him. 

What  Are  Oeneral  Average  Losses?^Losses  which  occasion 
a  demand  for  a  general  average  contribution  may  be  either  due 
to  sacrifice  of  property  or  to  expenditure.  In  either  case  they 
must  be  voluntary,  as  distinguished  from  accidental,  and  in- 
curred with  a  view  to  the  general  safety ;  extraordinary,  that  is 
not  forming  part  of  ordinary  expenses  necessarily  incurred,  and 
they  must  be  reasonably  made.  They  are  usually  construed  ac- 
cording to  what  is  known  as  ''York- Antwerp  rules,*'  framed  by 
conventions  of  shipowners,  merchants  and  underwriters  held 
many  years  ago  in  the  two  cities  indicated.  That  basis  for  the 
adjustment  of  general  average  losses  is  often  indicated  in  the 
bills  of  lading.  In  the  absence  of  such  a  provision  it  is  the  laws 
of  the  country  of  destination  of  the  ship  which  govern  adjust- 
ment. 

As  examples  of  losses  among  many  others  admitted  as  general 
average  the  following  may  be  mentioned :  Damage  sustained  by 
a  steamer's  engines  when  used  to  float  her  when  ashore  in  a 
dangerous  position;  masts,  spars,  sails  or  rigging  cut  away  for 
the  common  safety  during  a  storm ;  loss  of  cargo  and  the  freight 
thereon,  when  thrown  overboard;  damage  to  cargo,  which  has 
not  been  on  fire  itself,  by  water  used  to  extinguish  a  fire  on 
board;  wages  and  provisions  of  the  master  and  crew  during 
detention  in  a  port  of  refuge  and  expenses  there  incurred ;  cost 
of  salvage  of  ship  and  cargo  when  picked  up  at  sea  or  when 
ashore. 

Particular  Average. — ''Particular  Average,''  as  has  been 
noted,  is  virtually  identical  with  "partial  damage."  The 
measure  of  indemnity  for  partial  loss  on  goods  arriving  at  des- 
tination in  a  damaged  condition  is  defined  by  the  British  law  in 
the  following  words:  "Where  the  whole  or  any  part  of  the 
goods  or  merchandise  insured  has  been  delivered  damaged  at  its 
destination,  the  measure  of  indemnity  is  such  proportion  of  the 
sum  fixed  by  the  policy  as  the  difference  between  the  gross 
sound  and  damaged  values  at  the  place  of  arrival  bears  to  the 
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gross  sound  value/'  The  damaged  value  of  goods  is  what  they 
realize  by  sale.  The  sound  value  is  their  market  value  had 
they  arrived  sound,  as  taken  on  the  day  of  sale  of  the  damaged 
portion.  The  difference  between  the  two  values  represents  the 
depreciation  of  loss  and  this  ratio  of  depreciation  is  then  applied 
to  the  insured  value  of  the  damaged  goods. 

Particular  Average  is  chiefly  called  to  the  attention  of  ship- 
pers or  importers  who  are  fortunate  enough  not  to  experience 
losses  or  necessity  for  claims,  through  that  clause  in  the  policy 
called  the  *' memorandum"  which  exempts  the  insurers  from  cer- 
taiQ  percentages  of  loss,  or,  in  other  words,  declares  certain  goods 
free  of  particular  average,  i.e.,  not  subject  to  claims  for 
damage,  unless  the  damage  amounts  to  certain  stated  percent- 


**P.  P.  A/' — The  custom  of  insurance  underwriters  in  de- 
manding that  certain  kinds  of  goods  be  free  from  claim  for  loss 
unless  such  loss  amounts  to  1  per  cent.,  3  per  cent.,  5  per  cent., 
7  per  cent,  or  some  other  per  cent,  of  their  total  value,  originated 
in  the  very  early  days  of  modem  insurance  and  has  given  rise 
to  scores  of  lawsuits.  As  we  have  seen,  the  theory  is  that  the 
percentage  of  the  ' 'franchise,"  as  it  is  called,  is  only  a  fair  risk 
for  a  shipper  himself  to  carry  in  view  of  the  reduced  rate  of 
premium  demanded  for  such  insurance. 

''With  Average"  and  F.  P.  A.  Compared.— Insurance  With 
Particular  Average,  equivalent  to  A.  A.  R.  (against  all  risks),  is 
adopted  in  the  case  of  goods  liable  to  be  damaged  through  rough 
handling  or  exposure  to  the  weather  or  whenever  they  can  be 
spoiled  to  any  extent  by  water,  owing  to  the  covering  of  the  pack- 
ages not  being  of  character  suitable  to  withstand  immersion.  In 
practice,  however,  insurance  With  Particular.  Average  is  more 
or  less  confined  to  textiles  or  delicate  machinery  and  the  higher 
rate  may  be  lowered  by  packing  in  tin  lined  cases.  Many  of  the 
large  British  shippers  of  piece-goods  habitually  cover  gray  goods 
on  F.  P.  A.  terms  when  printed  and  colored  goods  are  insured 
With  Particular  Average  to  the  same  markets.  This  is  because 
gray  cloth  does  not  deteriorate  so  materially  through  contact  with 
sea  water. 

By  way  of  further  illustration  of  conditions  attending  insur- 
ance free  of  particular  average,  another  quotation  may  be  of- 
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fered  from  William  C.  Downs'  articles  on  this  subject  in  the 
American  Exporter: 

''Misunderstandings  are  liable  to  occur  in  regard  to  the  in- 
surance of  goods  which  from  their  very  nature  are  usually  con- 
sidered free  of  particular  average,  and  which  in  default  of  any 
specific  instructions  are  so  covered  by  the  shipper.  In  many 
cases,  however,  such  goods  can  be  insured  'with  average'  in  con- 
sideration of  the  payment  of  an  extra  premium,  and  it  may  suit 
the  importer  to  pay  the  higher  rate  to  cover  the  greater  risk,  or 
it  may  have  been  his  custom  to  have  received  them  from  other 
sources  so  insured.  In  such  an  event  it  is  clearly  the  duty  of 
the  importer  to  advise  the  shipper  that  he  desires  the  more  ample 
form  of  insurance.  On  the  other  hand,  the  shipper  may  be 
guilty  of  negligence  should  he  not  call  the  buyer's  attention  to 
the  possibility  of  obtaining  particular  average  on  such  goods  and 
ask  for  definite  instructions. 

"The  usual  printed  form  of  an  insurance  policy  gives  a  long 
list  of  articles  which  are  considered  free  of  particular  average, 
among  which  generally  appear  'all  articles  manufactured  of  iron 
and  steel.'  Edge  tools  and  cutlery  are  certainly  manufactured 
of  steel,  but  if  they  were  wet  by  sea  water  they  would  undoubt- 
edly suffer  partial  damage  which  would  detract  from  their  sale 
value.  The  average  importer  of  goods,  not  too  familiar  with  the 
technicalities  of  marine  policies,  would  in  all  probability,  if  a 
prevous  understanding  did  not  exist,  expect  somebody  to  make 
good  his  loss  and  would  feel  aggrieved  if  not  satisfied." 

Some  other  considerations  of  the  free  of  particular  average 
clause  in  the  policy  will  be  referred  to  in  a  general  examination 
of  the  phraseology  of  those  documents. 

POLICIES  AND  OEBTIFIOATES 

Large  shippers  rarely  consult  their  original  Policies  of  marine 
insurance,  perhaps  never  have  occasion  to  look  at  them  after 
they  have  first  been  arranged  for.  Shipments  of  goods,  as  they 
are  made,  are  usually  "declared"  against  an  "open  policy"* 
and  it  is  certificates*  of  insurance  which  are  the  documents 
usually  handled,  forwarded  to  consignees  abroad,  or  used  for 

1  See  Form  22. 
3  See  Form  23. 
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banking  purposes.  Practices  in  declaring  value  for  marine  in- 
surance illustrate  another  point  of  difiference  between  that  pro- 
tection and  fire  insurance,  for  example.  It  should  be  noted  that 
we  can  here  only  deal  with  insurance  on  cargo.  Space  does  not 
permit  a  consideration  of  insurance  on  the  hull,  that  is,  on  ships 
as  such,  the  hull  representing  the  whole  vessel. 

Open  and  Floating  Policies. — Shippers  who  are  constantly 
forwarding  goods  over  sea  usually  arrange  for  one  or  more  poli- 
cies covering  risks  up  to  large  sums  of  money  and  including  in 
their  terms  all  of  the  various  contingencies  against  which  protec- 
tion is  desired  for  a  given  length  of  time,  for  example,  pilfering, 
leakage,  breakage,  from  warehouse  to  warehouse,  fire  risks,  etc., 
at  certain  specified  rates  of  premium  according  to  destination  of 
the  goods  and  according  to  the  rating  of  steamships  which  trans- 
port the  goods.  These  Open  Policies,  as  they  are  called,  remain 
in  force  for  a  given  length  of  time  or  until  the  values  covered 
have  been  exhausted.  As  individual  shipments  are  made  the 
shipper  notifies  the  insurance  company  concerned  that  protection 
under  the  open  policy  is  required  for  certain  values  covering 
goods  described,  shipped  by  such  and  such  a  boat,  on  such  and 
such  a  date,  etc.  The  risk  thus  covered  is  endorsed  on  the  open 
policy  and  a  certificate  of  insurance  is  returned  to  the  shipper  by 
the  company,  which  has  all  the  force  of  an  original  policy,  al- 
though the  full  terms  of  the  original  are  not  repeated  in  it  and 
it  must  be  construed  according  to  the  terms  of  the  full  original. 

Large  foreign  importers  of  goods,  particularly  if  they  are  deal- 
ing with  a  great  many  suppliers  in  the  United  States  and  per- 
haps in  Europe  also,  often  arrange  for  their  own  insurance,  tak- 
ing out  for  themselves  in  their  own  localities  very  much  such  a 
policy  of  insurance  as  has  just  be  described.  When  this  is 
done  manufacturers  or  shippers  of  goods  which  such  houses  may 
order  are  instructed  to  declare  values  of  such  shipments  with  the 
company  which  has  issued  the  consignee's  policy.  Such  notifica- 
tion is  all  that  is  necessary  and  the  risk  is  held  covered  from  the 
date  of  the  sailing  of  the  vessel  from  port.  Then,  shippers  do 
not  cover  the  risk  under  their  own  policy;  it  is  the  consignee's 
policy  that  is  used. 

Declaring  Values. — IMarine  insurance,  it  has  just  been  re- 
marked, differs  from  fire  insurance  in  another  particular.    In 
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case  of  total  loss  the  actual  value  has  to  be  proven  under  a  fire 
insurance  policy.  No  proof  of  value  is  required  in  such  cases 
under  a  marine  insurance  policy.  The  insured  value  is  ac- 
cepted as  the  indemnity  value  in  case  of  total  loss.  In  case  of 
partial  loss,  as  has  already  been  intimated,  the  amount  of  such 
loss  is  determined  by  a  comparison  of  the  damaged  value  and 
the  sound  value  with  the  insured  value. 

The  actual  value  of  a  shipment  is  seldom  that  declared  for 
marine  insurance  protection.  The  cost  of  the  goods  placed  on 
board  vessel,  including  aU  charges  up  to  that  point,  is  increased 
from  10  per  cent,  to  20  per  cent,  in  order  to  cover  the  costs  of 
ocean  freights,  other  incidentals,  and  possibly,  sometimes,  loss 
of  the  foreign  importer  in  the  non-arrival  of  goods  on  which  he 
was  depending. 

Fractional  parts  of  a  dollar  and  even  odd  dollars  are  always 
excluded  from  the  amount  so  declared  for  insurance  which  is 
usually  made  up  to  the  nearest  $25  or  $50  above  the  figured 
amount.  Thus,  if  the  amount  were  to  come  out  at  say  $790, 
the  amount  declared  for  insurance  would  be  $800. 

Complete  indemnity  cannot  be  obtained  by  the  assured  unless 
all  the  elements  which  enter  into  the  gross  sound  value  of  goods 
shall  be  computed.  The  contract  of  marine  insurance  is  not 
intended  to  benefit  the  interested  parties  by  returning  any 
actual  profit.  It  is  a  contract  of  indemnity  only.  Prospective 
profits  are  not  as  a  rule  insurable  as  such.  However,  it  is  clear 
that  the  market  value  of  goods  at  point  of  destination  will  nec- 
essarily include  a  certain  element  of  profit  and  such  market 
value  may  be  insured.  Attention  is  called  to  still  another  ele- 
ment in  this  value  against  which  insurance  may  be  effected,  by 
Mr.  Downs,  who  writes: 

Insurance  of  Foreign  Duties. — ''Under  a  marine  policy  al- 
most any  kind  of  risk  may  be  covered  if  the  insured  is  willing 
to  pay  for  it,  and  it  may  be  stated  in  passing  that  he  gets  ex- 
actly the  amount  of  insurance  for  which  he  has  paid.  If  he  has 
valued  his  merchandise  at  10  per  cent,  or  even  20  per  cent,  more 
than  its  actual  cost  and  pays  a  premium  on  that  valuation,  he 
will  receive  that  amount  in  case  the  merchandise  is  lost,  or  in 
case  of  partial  loss  the  exact  percentage  of  that  loss  applied  to 
the  insured  amount.    Yet  a  lack  of  familiarity  with  the  estab- 
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lished  rules  of  marine  adjustments  may  at  times  lead  an  im- 
porter to  believe  that  he  has  been  unfairly  treated  by  his  insurers. 
This  is  liable  to  happen  in  countries  having  high  import  duties 
from  which  no  rebates  are  allowed  in  case  the  goods  are  re- 
ceived in  a  damaged  condition,  or  when  the  damage  has  not  been 
discovered  until  after  the  duties  have  been  paid  and  the  goods 
despatched  for  consumption. 

"Suppose  that  the  actual  invoice  value  of  the  merchandise  is 
$1,000,  and  that  it  has  been  insured  for  $1,100.  Import  duties 
of  50  per  cent,  ad  valorem  are  paid,  making  the  market  value 
of  the  goods  in  sound  condition  $1,500.  It  is  found,  however, 
that  the  goods  have  been  badly  damaged  by  sea  water  on  the 
voyage,  and  the  importer  calls  in  the  underwriter's  agent,  who 
orders  them  sold  at  public  auction  in  which  they  bring  only 
$1,000.  It  is  evident  that  the  importer's  loss  is  $500.  The  un- 
derwriter's agent  duly  issues  a  certificate  to  the  effect  that  the 
sound  value  of  the  merchandise  was  $1,500  and  that  only  $1,000 
was  realized,  which  certificate  the  importer  forwards  to  his  in- 
surers, expecting  to  be  reimbursed  for  his  loss,  as  he  was  fully 
insured  and  his  documents  are  all  in  order.  He  receives,  how- 
ever, an  adjustment  showing  that  the  percentage  of  loss  being 
33%  per  cent.,  he  is  entitled  to  receive  33%  per  cent,  of  $1,100, 
or  only  $366.67.  He  is  consequently  still  out  of  pocket  $133.33, 
which  he  cannot  recover  from  any  source. 

"The  higher  the  rate  of  duties  the  greater  will  his  loss  be. 
Unless  he  has  already  been  informed  that  it  is  the  universal 
practice  in  the  adjustment  of  marine  losses  that  paid  import 
duties  shall  be  added  to  the  cost  of  the  merchandise  to  deter- 
mine its  sound  market  value  and  that  the  percentage  of  loss  to 
that  value  shall  be  applied  to  the  insured  amount,  he  will  feel 
aggrieved  and  suspect  that  his  shipper  has  treated  him  unfairly. 

"There  are  two  remedies  for  this  diflSculty.  The  first  is  that 
goods  should  always  be  inspected  before  duties  are  paid,  and 
losses  adjusted  before  the  merchandise  is  withdrawn  from  the 
custom  house.  It  is  obvious,  however,  that  in  most  cases  this 
cannot  be  done.  The  second  remedy  is  that  duties  shall  also  be 
insured.  This  can  be  done  for  a  small  additional  premium, 
generally  only  a  small  percentage  of  the  regular  premium." 

Cost  of  Premiums. — Premiums  for  marine  insurance  protec- 
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tion  vary  not  only  according  to  the  kind  of  protection  required 
but  according  to  the  nature  of  the  goods,  the  character  of  the 
ship  transporting  them  and  the  port  of  destination.  In  a  very 
rough  and  general  way  it  may  be  said  that  in  normal  times 
ordinary  rates  of  marine  insurance  may  range  from  say  one 
quarter  of  1  per  cent.,  to  the  principal  European  ports,  up  to 
1^  per  cent,  or  even  2  per  cent,  on  voyages  around  Cape  Horn 
to  the  west  coast  of  South  America.  Ordinary  rates  of  pre- 
mium are  not  modified  according  to  the  flag  borne  by  the  vessel, 
in  normal  times. 

If  a  policy  for  which  a  premium  at  the  rate  of  one-half  of  1 
per  cent,  may  be  demanded  as  covering  ordinary  conditions,  is 
desired  broadened  to  iuclude  contract  for  indemnity  against 
pilfering,  the  usual  rate  may  be  increased  to,  say  five-eighths  of 
1  per  cent.  This  or  other  risks — such,  for  example,  as  protec- 
tion against  risk  of  breakage  (as  of  machinery),  or  against 
leakage  of  liquids — ^usually  require  an  inspection  by  insurance 
authorities  of  the  usual  packages  shipped  prior  to  a  ruling  as  to 
rates  which  will  be  demanded. 

PHSASEOLOGY  OF  POUOIES 

Old  fashioned,  not  to  say  antique  phraseology  is  still  em- 
ployed in  their  policies  by  the  marine  insurance  companies, 
much  of  it  really  unintelligible  to  the  novice  without  explana- 
tion. Our  American  policies,  however,  are  much  simpler  and 
clearer  than  are  those  used  in  England  where  Lloyds  policy, 
first  adopted  in  1779,  is  still  in  use  although  it  includes  terms 
which  no  one  can  do  more  than  guess  at,  like  the  letters  S.  G. 
appearing  on  its  upper  left  hand  margin,  which  seem  to  have 
absolutely  no  significance.  Among  many  other  expressions  in 
the  policy  the  following  may  be  selected  as  those  most  necessary 
for  the  ordiuary  shipper  to  understand. 

The  Voyage. — The  phrase  of  the  policy  reading  *'at  and 

from "  followed  by  the  description  of  the  voyage,  covers 

the  property  of  the  assured  should  his  goods,  already  loaded  on 
the  vessel  while  lying  alongside  her  pier,  be  burned  before  the 
beginning  of  the  voyage.  If  the  policy  only  read  ''from  — — *' 
the  risk  would  only  begin  with  the  sailing  of  the  ship. 

The  Ship.— "Called  the whereof  its  master  for  this  pres- 
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ent  voyage "  identifies  the  vessel  by  whieh  the  goods  arc 

shipped  in  ease  there  should  chance  to  be  two  vessels  of  the  same 
name.  In  1805  an  American  ship  called  The  President  was  in 
error  called  in  the  policy  "The  American  ship  President."  In 
a  suit  occurring  in  consequence  it  was  held  that  the  variation 
was  immaterial  because  the  underwriters  had  not  been  misled 
as  to  the  identity  of  the  vessel. 

Loading  on  Board. — ^The  ordinary  policy  contains  the  ex- 
pression ''beginning  the  adventure  upon  such  goods  and  mer- 
chandise from  the  loading  thereof  aboard  said  ship."  This 
clause  is  nowadays  invariably  modified  by  a  rider  which  usually 
reads  ''including  risk  of  craft  to  and  from  the  ship  or  vessel, 
each  craft  to  be  considered  a  separate  risk."  Unless  so  modi- 
fied the  plain  policy  would  not  apply  until  the  goods  had  actu- 
ally been  placed  on  board  the  vessel.  Many  vessels  are  loaded 
from  lighters  or  barges  while  lying  at  anchor  in  the  stream  and 
are  therefore  exposed  to  considerable  risk.  The  application  of 
the  rider  just  described  has  now  become  so  universal  that  some 
policies  include  it  in  their  printed  provisions. 

Perils  of  the  Sea.— The  term  perils  of  the  sea  has  already 
been  defined.  Under  this  head  in  the  policy,  however,  there 
are  certain  other  expressions  which  are  strange  and  require  ex- 
planation. For  example,  reference  to  "thefts"  as  used  in  the 
policy;  this  here  refers  to  theft  by  violence  and  does  not  cover 
petty  thievery  or  pilfering  by  crews  or  stevedores,  which  must  be 
covered  by  special  contract  for  which  increased  premium  is  de- 
manded. 

"Jettison"  is  the  throwing  overboard  of  a  part  of  a  cargo 
or  part  of  the  equipment  of  a  ship. 

"Barratry  of  the  master  and  mariners"  is  rare  nowadays, 
though  common  before  the  advent  of  steamships  and  the  cable. 
Barratry  is  described  as  every  wrongful  act  wilfully  committed 
by  the  master  or  crew  to  the  prejudice  of  the  owner  or  char- 
terer. When  a  crew  mutinies  and  seizes  a  ship  and  runs  her 
ashore  or  otherwise  uses  her  for  their  own  purposes,  that  is  con- 
sidered as  barratry.  However,  if  the  owner  himself  connives 
at  the  casting  away  of  a  ship  that  act  is  not  barratry  but  fraud. 

The  word  "warranted"  frequently  occurring  in  insurance 
practice  is  best  described  in  the  language  of  the  English  law. 
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A  promissory  warranty  is  said  to  be  **a  warranty  by  which 
the  assured  undertakes  that  some  particular  thing  shall  or  shall 
not  be  done  or  that  some  condition  shall  be  fulfilled,  or  whereby 
he  aflSrms  or  negatives  the  existence  of  a  particular  state  of 
facts." 

The  Memorandum. — The  clause  known  as  the  memorandum 
was  introduced  into  marine  insurance  policies,  as  has  been  ex- 
plained, in  order  to  secure  a  minimum  limit  to  the  under- 
writer's liability  for  damage  to  perishable  articles.  The  terms 
of  the  policy  are  almost  always  modified  by  special  conditions 
attached,  referring  to  contracts  covering  special  goods  or  ship- 
ments. There  is  no  uniformity  at  all  about  the  * 'franchise," 
that  is,  the  amount  of  the  exemption  of  the  underwriters  from 
liability.  That  exemption  may  be  3  per  cent,  in  one  country  or 
7  per  cent,  in  another  country,  as  referring  to  the  same  com- 
modity. Furthermore,  since  a  large  shipper  might  suffer  a 
considerable  loss  and  yet  not  be  able  to  recover  from  the  insur- 
ance companies,  the  plan  has  been  adopted  of  breaking  up  a 
large  number  of  packages  into  small  subdivisions,  called  series, 
and  the  liability  of  the  insurance  company  is  made  to  cover  each 
series  in  phrases  reading,  for  example,  **To  pay  average  on  every 
ten  bales  running  landed  numbers,"  or  **to  pay  average  on  each 
package  as  if  separately  insured,"  or  other  similar  phrases. 

English  vs.  American  F.P.A.  Clauses.— What  we  call  the 
F.P.A.  clause  occurs  in  two  different  forms,  one  English  (F.P.- 
A.E.C.),  the  other  American  (F.P.A.A.C.).  There  is  an  impor- 
tant difference  between  them  which  has  thus  been  explained: 

**Ther0  is  room  for  misunderstanding  as  to  the  meaning  of 
the  term  'free  of  particular  average'  and  as  to  the  conditions 
under  which  goods  insured  under  that  proviso  would  be  pro- 
tected against  particular  average,  or  partial  damage.  It  should 
be  clearly  understood  whether  the  English  or  the  American  con- 
ditions apply.  The  clause  covering  the  first  reads:  'Free  of 
particular  average  unless  the  vessel  be  stranded,  sunk,  burned  or 
in  collision';  while  the  American  conditions  are  'Free  of  particu- 
lar average  unless  the  damage  be  caused  by  the  vessel  being 
stranded,  sunk,  burned  or  in  collision.'  It  is  evident  that  the 
little  clause  in  the  American  conditions  makes  a  vast  difference 
in  the  application  of  the  insurance.    In  the  first  case,  the  claim 
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for  any  partial  damage  is  a  valid  one  from  the  very  fact  that 
the  vessel  met  with  one  of  the  casualties  specified ;  in  the  second 
case  it  must  be  proven  that  the  damage  was  actually  caused  by 
one  of  the  mentioned  mishaps  to  make  a  claim  effective— often 
very  difficult  if  not  impossible  to  prove. 

*'The  effect  of  the  different  conditions  may  be  shown  in  the 
case  of  a  shipment  of  barb  wire,  insured  free  of  particular  aver- 
age, and  carried  by  a  steamer  which  on  leaving  port  collides  with 
another  steamer,  but  without  sustaining  any  damage  that  would 
cause  water  to  be  admitted  to  the  hold  and  reach  the  cargo.  The 
barb  wire,  nevertheless,  on  being  landed  is  found  to  have  been 
wet  by  sea  water  and  rusted  and  otherwise  damaged  to  such  an 
extent  that  on  sale  there  can  be  realized  only  90  per  cent,  of  the 
amount  that  it  would  have  brought  if  it  had  arrived  in  a  sound 
state.  Under  the  English  conditions  the  insured  could  recover 
from  the  underwriters  10  per  cent,  of  the  insured  value ;  under 
the  American  conditions  he  would  have  no  claim  whatever. 
Even  if  it  were  shown  that  in  consequence  of  the  collision  seams 
in  the  deck  or  hull  of  the  steamer  opened  and  admitted  water  to 
the  holds,  the  insured  would  be  called  upon  to  prove  that  the 
barb  wire  was  stored  in  the  particular  hold  to  which  the  water 
was  admitted  before  his  claim  for  damage  would  be  recognized 
under  a  strict  interpretation  of  the  American  clause."  ^ 

Added  Clauses. — It  has  already  been  observed  that  all  sorts 
of  special  risks  may  be  covered  by  contract.  A  marine  insurance 
policy,  therefore,  may  include  a  great  many  added  clauses. 
Some  of  the  commonest  have  already  been  referred  to.  Others 
in  every  day  use  include  those  applying  to  cargo  carried  on  deck ; 
for  example:  ''Warranted  free  from  claim  for  jettison  or  wash- 
ing overboard."  Premiums  of  insurance  for  goods  carried  on 
deck  are  usually  about  double  the  rates  if  carried  under  deck. 
When  such  a  premium  is  paid  the  clause  inserted  is  "Including 
the  risk  of  jettison  and  washing  overboard."  Another  clause 
applying  to  similar  shipments  reads:  "Free  of  claim  for  dam- 
age but  liable  for  the  total  loss  of  a  part  if  amounting  to  5 
per  cent." 

A  clause  applying  especially  to  shipments  of  machinery  reads: 

1  William  C.  Downs  in  American  Eaporier, 
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"In  case  of  loss  or  injury  to  any  part  of  a  machine,  consisting 
when  complete  for  sale  or  use  of  several  parts,  this  company  shall 
only  be  liable  for  the  insured  value  of  the  part  lost  or  damaged." 
The  foregoing  are  only  specimens  of  the  hundreds  of  special 
clauses  in  frequent  use. 

THE  WAR  BISK 

War  risks  are  not  assumed  in  the  ordinary  contract  of  marine 
insurance.  When  this  protection  is  desired  it  is  necessary  to 
issue  a  separate  policy  in  each  case.^  Until  the  outbreak  of  the 
great  war  in  Europe  in  August,  1914,  most  Americans  had  en- 
tirely forgotten  the  very  existence  of  war  risk  insurance.  Their 
last  practical  experiences  were  in  our  war  with  Spain,  and  then 
no  real  risks  were  involved,  and  that  kind  of  insurance  was 
chiefly  speculation.  The  developments  of  the  European  War  not 
only  made  insurance  against  war  risk  imperative,  but  introduced 
new  conditions  into  insurance  practice  in  this  regard.  No  *'war 
risk,"  be  it  noted,  is  ever  required  when  the  world  is  at  peace. 

The  Flag. — The  particular  steamer  carrying  a  shipment  for- 
ward must  be  specified  in  all  applications  for  war  risk  insurance 
as  well  as  its  nationality,  that  is,  the  flag  of  the  steamer.  Natur- 
ally, higher  rates  are  charged  for  the  greater  hazard  involved  in 
the  sailing  of  steamers  owned  by  belligerents  than  those  owned 
by  neutrals,  at  least  during  the  European  War,  on  other  routes 
than  those  of  the  North  Atlantic  and  the  Mediterranean  where 
the  operations  of  German  submarines  came  to  be  directed  im- 
partially against  vessels  of  all  flags.  For  example,  at  the  out- 
break of  the  European  War,  no  war  risk  insurance  was  to  be 
had  on  steamers  flying  German,  Austrian  or  Turkish  flags,  and 
there  was  soon  no  occasion  for  such  insurance  as  those  vessels 
quickly  disappeared  from  the  seas.  Steamers  flying  the  British, 
French,  Russian,  Italian  or  Japanese  flags  were,  however,  subject 
to  war  risk  insurance,  although  taking  a  higher  rate  than 
steamers  owned  in  neutral  countries,  that  premium  being  about 
double  the  other. 

War  risks  are  only  assumed  while  the  property  is  actually 
afloat.    This  is  usually  covered  by  a  phrase  in  the  contract  read- 


1  See  Form  24. 
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ing  much  as  follows:    ''Warranted  covering  while  water  borne 
only  and  excluding  any  risks  on  land/' 

Ownership  of  Merchandise. — Other  conditions  affecting  insur- 
ance against  war  risks  six  months  after  the  outbreak  of  European 
hostilities  were  thus  explained  by  C.  M.  Campbell,  of  the  Insur- 
ance Company  of  North  America,  in  a  letter  to  the  author: 

**In  view  of  the  practice  of  the  belligerents  controlling  the 
high  sead  in  detaining  steamers  flying  neutral  flags,  in  order  to 
examine  the  cargo  to  determine  whether  a  vessel  carries  any  mer- 
chandise absolute  contraband  of  war  which  may  be  ultimately 
consigned  to  her  enemies,  it  is  necessary  to  attach  certain  clauses 
eliminating  this  protection,  as  the  underwriters  will  not  assume 
any  expense,  loss  or  damage  incurred  thereby.  Further,  no  mer- 
chandise can  be  insured  which  is  owned  by  German,  Austrian  or' 
Turkish  subjects  or  citizens,  for  the  reason  that  this  would  be 
considered  absolute  contraband  and  condemned,  irrespective  of 
its  nature.  It  is,  therefore,  necessary  to  protect  the  under- 
writer's interest  that  certain  clauses  be  used,  and  in  our  case,  the 
following  clauses  are  affixed  to  certificates : 

*'A"  ** Warranted  no  German,  Austrian  or  Turkish  Owner- 
ship, Interest,  Consignee,  or  Destination ;  and  warranted  free  of 
condemnation  on  the  ground  of  such  Ownership,  Interest,  Con- 
signee or  Destination." 

**B"  "Warranted  free  from  any  expense,  loss  and  for  dam- 
age arising  from  capture,  seizure,  arrest,  restraint,  preemption 
or  detainments  by  the  British  Government  or  their  Allies." 

**In  the  case  of  merchandise  consigned  directly  to  British  sub- 
jects or  their  Allies,  the  clause  marked  *B'  is  not  attached,  the 
reason  for  its  attachment  not  existing;  but  on  shipments  made 
to  Great  Britain  or  her  Allies,  but  destined  ultimately  for  con- 
signees in  other  neutral  countries,  for  instance,  Spain,  *A' 
Clause,  as  well  as  'B'  Clause,  are  both  included  for  the  reason 
that  there  is  no  assurance  at  the  time  of  accepting  the  risk  that 
a  steamer  flying  the  British  flag,  or  that  of  one  of  her  Allies,  will 
carry  the  shipment  to  ultimate  destination,  and,  there  is,  there- 
fore, the  existing  likelihood,  in  the  case  of  a  neutral  steamer,  of 
her  being  detained  for  examination  by  any  one  of  the  Allies." 

Oovemment  Insurance. — A  Bureau  of  War  Bisk  Insurance  in 
the  United  States  Treasury  Department  was  established  by  Act 
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of  Congress  in  August,  1914.  It  followed  shortly  after  the  estab- 
lishment of  a  similar  Government  insurance  scheme  by  Qreat 
Britain.  The  sum  of  $5,000,000  was  appropriated  by  Congress 
as  a  fund  to  be  placed  at  the  disposal  of  the  new  Bureau  to  meet 
possible  losses  to  American  shipping.  A  year  later  the  opera- 
tions of  the  Bureau  were  officially  reported  to  show  large  profits. 
The  resources  of  the  Bureau  were  afterward  multiplied  many 
times  over  to  provide  protection  for  the  large  fleet  which  the 
United  States  commandeered  and  built  after  their  entrance  into 
the  War.  The  law  provided  that  protection  should  be  confined 
strictly  to  American  owners  of  vessels  and  cargo,  that  is,  to  ships 
flying  the  American  flag,  and  accordingly  all  cargo  policies  were 
imprinted  with  the  following  clause :  **  Warranted  that  the  title 
to  the  property  insured  remains  continuously  in  citizens  of  the 
United  States  during  the  term  of  this  policy." 

The  Bureau  was  not  empowered  to  issue  any  other  insurance 
than  that  against  risks  of  war  and  such  risks  on  cargo  could  only 
be  accepted  when  usual  marine  risks  on  the  same  cargo  had  pre- 
viously been  issued  by  approved  companies.  While  terms  and 
necessary  clauses  naturally  and  frequently  varied  according  to 
conditions  and  the  nature  of  each  risk,  the  following  may  be  re- 
garded as  typical  high  rates  for  insurance  on  cargo  in  American 
ships,  rates,  almost  if  not  quite  unprecedented  in  history,  and  re- 
flecting the  danger  to  shipping  of  German  submarine  piracy : 

Between  ports  of  the  United  States,  its  possessions  or  any 
ports  in  the  Western  Hemisphere,  from  %  to  1%  per  cent.  Be- 
tween ports  on  the  west  coast  of  the  United  States  and  Japan, 
China,  Australasia  and  East  of  Good  Hope  generally,  from  % 
to  %  per  cent.,  or  from  the  east  coast  of  the  United  States  via 
Panama  Canal,  ^^  to  1  per  cent.  To  European  or  Mediter- 
ranean ports,  and  not  north  of  Havre,  in  Europe,  nor  east  of 
Sicily,  in  the  Mediterranean,  from  5  to  20  per  cent.  To  other 
ports,  from  4  to  25  per  cent.  These  rates,  be  it  observed,  applied 
to  the  war  risk  only  and  did  not  include  usual  marine  protec- 
tion. 

COLLECTION  OF  INSUBANCE  CLAIMS 

Although  the  collection  of  claims  for  loss  or  damage  is  usually 
assumed  to  be  the  duty  of  the  consignee,  it  actually  is  often 


Digitized  by 


Googk 


464  PRACTICAL  EXPORTING 

performed  for  them  by  the  shippers^  usually  as  a  matter  of 
courtesy.  The  shippers  do  not  assume  any  responsibility,  how- 
ever, but  merely  act  as  agents  for  the  consignee.  Owing  to 
many  facilities  to  be  obtained  in  the  collection  of  claims  when  the 
insuring  company  is  represented  at  port  or  in  the  country  of 
destination  by  resident  agents  or  some  other  organization,  it  is 
always  desirable  that  policies  be  secured  from  companies  so  rep- 
resented abroad.  Any  company  will  accept  statements  made 
by  one  of  its  own  agents  with  far  less  hesitation  than  reports 
from  other  authorities.  The  burden  of  proof  is  always  on  the 
insured  to  sustain  his  claim  for  loss.  The  first  step  necessary  is 
to  satisfy  one's  self  that  the  loss  is  one  actually  covered  by  the 
terms  of  the  policy. 

Placing  Besponsibility. — There  may  often  be  a  question 
whether  the  ship  owners  or  the  insurance  companies  are  responsi- 
ble for  some  losses.  A  receiver  of  cotton  seed  oil  in  some  foreign 
country  may  find  that  he  has  suffered  leakage  greater  than  the 
''under  1  per  cent."  apparently  owing  to  shifting  or  chafing  of 
the  cargo.  A  receiver  of  paper  may  find  that  his  goods  have 
been  seriously  damaged  by  leakage  from  neighboring  barrels  of 
lubricating  oil,  probably  caused  by  similar  reasons.  Shall  such 
owners  present  their  claims  to  shipowners  or  to  underwriters  t 

It  is  the  shipowner  who  will  be  responsible  in  such  instances 
unless,  as  usually  happens,  the  captain  of  the  vessel  has  imme- 
diately upon  his  arrival  in  port  filed  what  is  known  as  a  Protest.* 
If  his  vessel  has  experienced  in  the  course  of  the  voyage  any  tin- 
usually  rough  weather  or  other  conditions  which  have  led  the 
captain  to  believe  that  shifting  or  damage  may  have  taken  place 
in  the  cargo,  he  is  quite  sure  to  file  such  a  Protest  duly  attested 
before  his  consul  at  port  of  destination.  The  document 
will  recite  the  incidents  of  the  voyage  which  it  is  feared  may 
have  caused  damage,  and  in  consequence  disclaim  responsi- 
bility. When  such  a  Protest  has  been  filed,  claim  for  damage 
must  be  laid  before  the  insurance  people  who  may,  but  usually 
do  not,  dispute  the  captain's  sworn  allegations. 

Procedure  in  Collecting.— A  good  epitome  of  the  usual  prac- 
tice, when  properly  insured  goods  have  been  received  in  a  dam- 

i  See  Form  25. 
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aged  condition,  is  the  following  from  a  modem  English  author- 
ity: 

**When  goods  arrive  damaged  the  first  duty  of  the  assui'ed 
is  to  inform  his  underwriter  of  the  fact  in  order  that  the  latteif 
may  appoint  an  expert,  known  as  a  *  Surveyor,'  to  examine  the 
goods.  This  expert  will  report  on  the  nature  and  cause  of  dam- 
age and  advise  what  steps  should  be  taken  to  minimize  the  loss. 
A  very  usual  recommendation  is  that  the  goods  be  sold  by  public 
auction.  The  damaged  value  of  the  goods  is  what  they  realize 
by  sale,  the  sound  value  is  their  market  value  had  they  arrived 
sound,  taken  on  the  day  of  sale  of  the  damaged  portion.  The 
difference  between  the  two  values  represents  the  depreciation  or 
loss,  and  this  depreciation  is  then  applied  to  the  insured  value  of 
the  damaged  goods.  It  should  be  particularly  noticed  that  the 
comparison  must  be  made  between  the  gross  sound  value  and 
the  gross  damaged  value,  that  is,  before  deduction  of  the  ex- 
penses of  sale,  etc.  The  reason  for  this  comparison  of  values  is 
to  eliminate,  as  far  as  the  underwriter  is  concerned,  any  advan- 
tages or  disadvantages  arising  from  the  market  fluctuations. 
The  underwriter  undertakes  to  indemnify  the  assured  from  loss 
arising  from  perils  of  the  sea  and  not  from  loss  arising  from  a 
fall  in  the  market,  consequently  he  is  deprived  of  any  advantage 
that  might  accrue  owing  to  the  goods  being  sold  when  the  mar- 
ket happened  to  be  high,  and  exempt  from  loss  owing  to  the  mar- 
ket being  low.  Further,  the  comparison  must  be  made  on  the 
gross  values  to  obtain  a  true  percentage  of  loss."  ^ 

Particulars  of  Loss  Required. — ^When  suitable  particulars  of 
loss  have  been  properly  filed  there  should  be  but  little  delay  in 
collecting  damages.  Exasperating  delay  and  all  sorts  of  techni- 
calities are,  however,  encountered  when  all  the  necessary  docu- 
ments to  prove  a  loss  do  not  accompany  a  claim.  The  necessary 
particulars  have  been  thus  enumerated  in  the  articles  on  marine 
insurance  in  the  American  Exporter,  from  which  liberal  quota- 
tions have  already  been  made. 

** First:  Evidence  that  the  goods  were  actually  shipped.  A 
copy  of  the  bill  of  lading  is  usually  considered  sufficient. 

** Second:    Title  to  the  insurance.    This  is  conveyed  by  the 

1  Heelis,  "Theory  and  Practice  of  Commerce." 
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certificate  of  insurance,  and  consequently  this  certificate  should 
form  part  of  the  documents.^ 

** Third:  Of  the  amount  of  damage  sustained.  The  most 
acceptable  document  is  the  formal  sworn  statement  of  the  local 
authorized  representative  of  the  underwriters'  or  Lloyds'  agents. 
If  such  cannot  be  obtained,  the  official  statement  of  the  custom 
house  authorities  certified  by  the  resident  consul  of  the  country 
from  which  the  goods  were  shipped  may  be  substituted. 

''Fourth:  As  to  how  the  damage  was  caused.  This  may  be 
covered  by  the  previous  certificate,  where  the  cause  of  the  dam- 
age is  apparent  to  the  examiners,  but  if  such  is  not  the  case  it  . 
will  be  necessary  to  obtain  a  certified  copy  of  the  captain's  pro- 
test, which  should  state  whether  during  the  voyage  his  vessel 
has  had  any  accidents  or  unusual  happenings  which  may  have 
caused  damage  to  his  cargo.  If  no  annotation  of  this  kind  ap- 
pears in  the  captain's  protest  it  is  useless  to  proceed  any  fur- 
therj  as  without  such  evidence  the  claim  will  surely  be  rejected 
by  the  marine  underwriters.  On  the  other  hand,  the  very  lack 
of  such  a  statement  in  the  captain's  protest  or  the  failure  of  the 
captain  to  file  a  protest,  while  it  may  invalidate  the  claim  against 
the  insurance  company,  may  make  the  steamship  company  liable 
for  the  loss.  It  is  quite  important,  then,  that  the  insured  should 
inform  himself  in  doubtful  cases  of  the  contents  of  the  captain's 
protest  before  going  to  the  trouble  and  expense  of  drawing  up 
his  claim  against  the  insurance  company. 

''Fifth:  A  copy  of  the  commercial  invoice  is  usually  re- 
quired. 

"If  all  these  documents  are  submitted  in  due  form,  there  is  no 
reason  why  a  legitimate  claim  should  not  be  promptly  adjusted. 
If  any  of  them  are  missing  the  underwriters  on  technical  grounds 
may  delay  payment  until  the  document  is  produced." 

Subrogation.— When  underwriters  settle  claims  for  total  loss 
or  for  damage  they  are  subrogated  to  all  the  rights  which  the  as- 
sured may  have  possessed  of  recovery  from  third  parties.  If 
there  has  been  a  total  loss,  or  what  is  known  as  a  constructive 
total  loss,  the  insurance  company  on  payment  of  claim  for  such 
loss  acquires  title  to  the  subject  matter  insured  and  receives  any 

1  The  certificate  must  be  suitably  reendorsed  to  whoever  is  expected  to 
make  the  collection. 
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sums  which  may  afterward  be  realized  from  the  redemption  or 
sale  of  such  property. 

If  the  underwriter  pays  for  partial  loss  he  is  only  subrogated 
to  the  rights  of  the  assured  to  the  extent  of  the  loss  paid.  It 
was  in  this  connection  that  there  arose  the  great  dispute  over  the 
distribution  of  the  $15,000,000  secured  by  the  United  States  from 
England  as  settlement  for  the  Alabama  Claims,  that  is,  losses  to 
American  shipping  incurred  during  the  Civil  War  by  the  depre- 
dations of  the  Confederate  cruisers  Alabama,  Shenandoah  and 
others,  built  and  equipped  in  British  yards.  The  American  ma- 
rine insurance  companies  which  paid  losses  under  their  policies 
acquired  rights  of  subrogation,  which,  however,  the  Congress  of 
the  United  States,  when  the  question  arose  of  the  distribution  of 
the  sums  recovered  from  England,  refused  to  recognize,  advanc- 
ing the  theory  that  the  insurance  companies  ought  to  have  made 
profits  out  of  their  premiums.  It  is  claimed  that  as  a  direct 
consequence  of  the  action  of  Congress  in  1873,  American  marine 
insurance  companies  were  practically  driven  out  of  business.  It 
required  the  unprecedented  conditions  and  extraordinary  com- 
mercial developments  of  the  Great  War  to  bring  American  in- 
surance companies  again  into  the  marine  field. 
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CHAPTER  XIV 

FINANOma  FOREIGN  BUSINESS 

Many  Manufacturers  Accept  Foreign  Orders  Only  on  Cash 
Terms— 'Direct  Remittances  of  Cash  Compared  With  Letters 
of  Credit  Through  American  Bankers — Open  Accounts  Are  on 
the  Whole  Unusual  in  Export  Trade — When  and  How  They 
May  Safely  Be  Extended  to  Foreign  Customers — Drawing 
Foreign  Drafts  or  Bills  of  Exchange,  and  Their  Various  Forms 
— How  Foreign  Exchange  Bankers  Advance  Cash  Against 
Such  Drafts. 

FINANCING  export  business  is  neither  diflScult  nor  com- 
plicated. American  manufacturers  and  exporters  have 
for  years  enjoyed  excellent  banking  facilities.  They  will 
probably  be  increased,  following  the  extraordinary  turn  of  the 
tide  of  the  world's  finances.  The  more  we  have,  the  better.  In 
any  event  there  is  no  lack  of  such  facilities  to-day,  as  certainly 
there  need  be  no  fear  of  any  lack  in  the  future.  However,  some 
considerations  unusual  in  most  of  our  domestic  business  affect 
export  financing  and  must  be  studied  and  understood  by  the  man 
who  wishes  to  do  his  foreign  business  along  profitable  and  pref- 
erably scientific  lines. 

In  considering  this  subject  we  must,  obviously,  confine  our- 
selves to  conditions,  principles  and  practices  as  they  were  prior 
to  the  War  and  as  they  are  likely  to  be  when  international  trade 
resumes  its  normal  trend,  some  time  after  the  restoration  of 
peace. 

Of  late,  many  have  doubtless  been  impressed  by  the  stock  argu- 
ments of  writers  in  newspapers  and  magazines  as  to  the  necessity 
of  Americans  meeting  the  long  term  credits  said  to  have  been  ex- 
tended by  German  and  other  European  manufacturers  which, 
however,  none  of  these  writers  attempts  to  explain  clearly.  The 
American   manufacturer  hears   of   eight,   twelve   or  eighteen 
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months'  credits  and  is  frightened.  He  does  not  know  and  no  one 
tells  him  that  such  credits  are  exceptional,  that  ninety  days  is 
the  general  rule  in  international  trading,  and  that  credits  on 
that  basis  are  so  extended  that  the  shipper,  while  giving  credit, 
does  not,  or  need  not,  lose  the  use  of  his  money. 

Nor  does  any  real  or  serious  impression  seem  to  be  made  by  in- 
cidental references  now  and  then  to  one  of  the  most  notable  re- 
sults in  international  trade  of  the  general  reorganization  brought 
about  by  the  European  War  and  the  almost  universal  necessity 
which  developed  of  paying  *'cash"  before  goods  were  exported. 
This  is,  the  universal  welcome  given  the  opportunity  of  abolish- 
ing uneconomic,  financially  unsound  and  unsafe  credit  terms— > 
a  welcome^  even  on  the  part  of  importers  of  foreign  goods  in  other 
countries  who  in  their  turn  have  the  chance  of  revising  their 
own  local  credit  terms,  of  putting  them  back  again  on  a  reason- 
able basis.  They  fully  understand,  too,  that  they  can  import 
more  economically,  can  often  secure  lower  quotations,  when  they 
are  forced  to  shorter  terms  than  some  which  they  may  have  en- 
joyed in  the  past.  This  disposition  on  the  part  of  foreign  im- 
porters of  goods  has  been  discovered  and  emphasized  by  the 
Buenos  Aires  branch  of  the  National  City  Bank  of  New  York, 
for  example,  while  the  American  consul  general  at  Hong  Kong 
reported  in  April,  1915,  that  the  association  of  importers  of 
piece-goods  at  that  point  had  determined  by  formal  vote  that 
**the  time  is  now  opportune  in  the  best  interests  of  the  trade  for 
abandoning  the  pernicious  credit  system  .  .  .  and  (the  organiza- 
tion) pledges  itself  in  future  to  sell  piece-goods  and  fancies  on  a 
strict  cash  basis." 

Analyzing  terms  subject  to  which  export  trade  may  be  trans- 
acted we  may  remark:  Cash,  i.e.,  some  form  of  payment  or 
guaranty  before  or  upon  shipment  of  goods;  Open  Credits,  or 
book  accounts;  Collection  by  Draft  on  customer,  which  may  be 
in  the  nature  of  a  C.O.D.  transaction  or  may  involve  the  exten- 
sion of  credit  on  the  customer's  acceptance. 

CASH  TEBBI8 

American  cash  terms  are  often  represented  as  unique  and 
typical,  as  has  already  been  remarked  in  these  pages.  This  is  not 
altogether  true.    Let  a  previously  unknown  importer  in  any 
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country  write  to  an  English  or  other  European  manufacturer 
and  he  will  receive  from  either  very  much  the  same  sort  of  a 
reply  as  he  will  receive  from  an  American.  The  natural  reluc- 
tance of  a  foreign  importer  to  pay  for  his  goods  before  they  have 
been  shipped  is  not  diflScult  to  appreciate,  especially  when  more 
than  one  unpleasant  if  not  costly  experience  has  followed  pay- 
ments so  made  in  efforts  to  initiate  business  in  new  lines  which 
he  has  hoped  might  prove  profitable. 

No  less  than  eight  complaints  from  foreign  buyers  have 
reached  the  author's  personal  attention  in  the  course  of  a  single 
month  referring  to  the  non-shipment  or  belated  shipment  of 
goods  for  which  remittances  had  been  made  **cash  with  order." 
Bank  drafts  and  post  ofSce  money  orders  have  actually  been 
filed  away  by  manufacturers  without  attention,  orders  and  re- 
mittances alike  remained  forgotten.  Other  manufacturers  have 
failed  before  shipment  of  goods  on  foreign  orders,  and  their  cus- 
tomers' remittances  have  gone,  with  other  assets,  into  the  hands 
of  receivers.  The  unfortunate  foreigners  may  or  may  not  have 
received  dividends  in  the  course  of  a  year  or  two.  Such  experi- 
ences do  not  encourage  people  abroad  to  remit  money  to  this  or 
any  other  country  in  advance  of  shipment  more  often  than  they 
can  avoid. 

Another  thing  which  we  have  to  bear  in  mind  is  the  extra  cost 
imposed  upon  foreign  buyers  in  arranging  to  send  cash  to  this 
country  or  to  open  credits  here.^  Another  is  the  small  induce- 
ment of  a  cash  discount  in  many  cases.    Usually  an  importer 

1  The  high  cost  to  the  foreign  importer  of  opening  credits  with  banks  in 
this  country  in  favor  of  American  exporters  must  be  emphasized.  It  is  a 
burden  which  should  not  be  imposed  upon  importers  of  our  goods  when 
it  is  possible  to  avoid  so  doing.  New  York  or  other  American  credits  are 
no  doubt  advisable,  even  necessary,  in  a  great  many  instances,  either  in 
normal  times  or  in  times  of  war.  However,  the  mere  fact  that  a  large 
part  of  our  stupendous  war  export  trade  has  been  financed  through  such 
credits  should  not  lead  us  to  expect  that  after  the  return  of  peace  and  the 
resumption  of  international  trade  on  normal  lines,  similar  financing  will  or 
ought  to  continue.  Even  during  the  war  exporters  of  experience  have  not 
required  American  bankers'  credits  on  the  part  of  their  old  and  highly 
desirable  customers  and  certainly  after  the  war,  when  competition  with 
other  manufacturing  nations  af^in  becomes  an  element  very  seriously  to  be 
reckoned  with,  we  shall  have  again  to  extend  to  good  and  responsible  cus- 
tomers facilities  of  payment  such  as  were  extended  before  the  war  and  such 
as  will  certainly  be  offered  to  the  ss^me  houses  by  nations  competing  with 
us  for  their  trade. 
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buys  and  pays  for  his  goods,  carries  them  in  stock  awaiting  cus- 
tomers, perhaps  for  a  long  time, — ^when  he  finds  them,  extends 
credit  to  them  for  months.  If  the  normal  rate  of  interest  in  the 
importer's  country  is  from  10  per  cent,  to  20  per  cent,  per  an- 
num, an  offer  of  2  per  cent,  or  even  5  per  cent,  for  cash  in  the 
United  States  does  not  appeal  to  him  with  any  great  force. 

As  a  principle  in  trading,  many  European  manufacturers  be- 
lieve that  three  months,  or  even  longer  terms  are  preferable 
when  they  can  safely  be  extended,  because  such  terms  bind  im- 
porters to  them  for  future  business.  Forty  or  fifty  years  ago 
even  American  export  commission  houses  used  to  receive  from 
their  foreign  customers  bank  letters  of  credit  to  cover  purchases 
made  by  them.  Competition,  however,  has  developed  to  the 
point  that  in  normal  times  comparatively  little  business  is 
financed  for  the  export  commission  houses  in  this  fashion.  Most 
of  them  are  compelled  to  finance  in  other  ways  in  times  of  peace. 
It  is  to  be  noted,  however,  that  conditions  in  our  export  trade 
differ,  just  as  do  terms  which  American  importers  of  foreign 
goods  enjoy  in  different  commodities.  In  considering  ways  in 
which  foreign  business  is  financed  we  find  several  different  forms 
in  which  cash  or  guaranteed  payments  of  some  sort  may  be  ar- 
ranged. 

Gash  with  Order. — In  the  demand  that  his  foreign  customer 
remit  cash  with  order,  the  American  manufacturer  may  consider 
that  he  has  again  discovered  the  **easy  way."  It  is  so — for  him. 
His  customer  may  send  him  a  draft  on  a  New  York  or  even  on  a 
London  bank,  or  he  may  go  to  his  local  post  office  and  buy  an  in- 
ternational money  order  and  send  any  such  form  of  remittance 
with  his  order  direct  to  the  manufacturer.  But  the  latter,  as 
we  have  noted,  is  quite  unknown  as  a  rule  to  the  foreign  buyer, 
and,  furthermore,  this  is  a  costly  way  of  paying  for  goods,  espe- 
cially when  orders  are  of  considerable  volume  or  frequency.  It 
is  not  necessary  for  his  own  protection  that  the  manufacturer 
make  this  demand  on  his  foreign  prospect.  Indeed,  as  a  rule,  it 
should  be  avoided. 

There  is  a  diplomatic  way  of  proposing  methods  of  payment 
which  safeguard  the  manufacturer  in  every  respect,  as  we  have 
had  occasion  to  remark  in  our  discussion  of  the  conduct  of  for- 
eign correspondence.    The  manufacturer,  without  conveying  the 
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slightest  impression  of  suspicion  or  giving  rise  to  any  feeling  of 
offense,  may  point  out  to  his  prospect  that  for  any  one  of  a  dozen 
reasons  he  must  require  payment  for  his  goods  upon  thei|r  ship- 
ment from  this  country,  that  both  parties  to  the  transaction  will 
be  amply  secured  if  bank  credits  are  opened  with  responsible 
houses  in  New  York  for  the  payment  of  goods  when  bills  of  lad- 
ing showing  actual  shipment  to  customer  are  presented.  The 
foreign  customer  then  knows  that  his  money  is  held  for  him  by 
a  responsible  banking  house,  the  manufacturer  knows  that  the 
money  is  available  to  him  just  as  soon  as  the  goods  have  been  des- 
patched. Of  course,  if  amounts  involved  are  insignificant,  for 
example  only  a  few  dollars  in  payment  for  samples,  thejx  direct 
remittance  of  cash  is  not  a  risky  proceeding,  and  it  simplifies 
book-keeping  entries,  as  the  prospect  may  be  reminded.  But 
when  fairly  large  sums  of  money  are  involved  then  the  sugges- 
tion of  a  bank  credit  will  invariably  be  found  more  desirable  in 
every  respect  than  an  abrupt  demand  for  **cash  with  order. '* 

Bank  Credits. — There  are  innumerable  forms  and  variations 
of  foreign  credits  which  may  be  opened  by  importers  in  favor 
of  those  from  whom  they  buy  goods.  Essentially,  however,  such 
credits  simply  require  that  an  importer  in  a  foreign  country  go 
to  his  local  bank  and  arrange  with  it  on  some  mutually  satisfac- 
tory terms  that  it  shall  instruct  those  bankers  with  whom  it  is  in 
correspondence  in  New  York,  or  other  city  of  the  United  States, 
that  the  American  bankers  shall  pay  a  certain  amount  of  money 
to  certain  people  in  the  United  States  on  certain  terms  which  are 
specified.  The  importers  may  or  may  not  be  obliged  to  put  up 
cash  with  their  local  bank.  That  depends  purely  on  their  local 
standing  and  the  facilities  which  are  customarily  extended  to 
them  by  that  bank.*  It  naturally  charges  interest  and  a  certain 
rate  of  commission  for  the  service  extended,  but  such  charges 
compare  favorably  with  the  cost  of  actually  buying  New  York 
funds  and  remitting  to  this  country. 

Oonflrmed  Bankers'  Credits.— A  ''confirmed"  bank  credit 
should  always  be  asked.  This  means  that  the  New  York  bank 
be  instructed  to  advise  the  American  concern  in  whose  favor  the 
credit  is  opened  that  it  has  received  certain  funds  which  will 
be  paid  out  under  specified  conditions.    When  the  New  York 
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bank  thus  confirms  the  opening  of  a  credit  with  it,  the  American 
shipper  knows  where  he  stands  and  the  bank  will  be  held  re- 
sponsible for  the  payment  of  the  money,  in  strict  compliance,  of 
course,  with  the  exact  instructions  which  it  has  received  from 
abroad,  which  must  be  met  in  every  detail  by  the  American  ship- 
per. 

If  the  New  York  bank  has  not  been  instructed  to  confirm  such 
a  credit,  it  will  quite  naturally  avoid  assuming  that  responsi- 
bility. Then,  unless  he  inquires,  the  American  shipper  may  be 
in  doubt  as  to  whether  there  is  any  such  credit  as  his  foreign  cor- 
respondents have  advised  him  would  be  opened.  He  may,  how- 
ever, ask  the  New  York  bank,  if  he  knows  through  what  bank  his 
customer  proposed  to  open  the  credit,  whether  in  fact  it  has  re- 
ceived suitable  instructions.  The  bank  will  almost  always  say 
Yes  or  No.  Some  banks  voluntarily  send  notice  even  of  **  un- 
confirmed" credits,  i.e.,  those  which  they  do  not  assume  any  obli- 
gation to  pay.* 

The  foregoing  terms  and  definitions  may  be  regarded  as  ^^old 
fashioned"  in  some  respects  because  the  European  War  has 
brought  into  existence  a  set  of  terms  and  certain  procedure 
quite  unknown  before  the  war  and  even  now  unrecognized  by 
some  of  the  older  and  more  conservative  banks  in  New  York, 
who  indeed  profess  to  be  puzzled  by  some  terms  in  common  use 
by  other  banks.  The  most  notable  example  is  the  distinction 
which  some,  but  by  no  means  all,  banks  draw  between  '*  con- 
firmed" and  ** irrevocable"  bankers'  credits.  If  a  credit  is 
'* confirmed"  by  a  bank  to  an  American  manufacturer  or  ex- 
porter then  that  bank  is  absolutely  bound  by  such  confirmation. 
Because  of  a  good  deal  of  confusion  arising  in  the  financing  of 
European  purchases  of  munitions  or  other  war  supplies,  often 
amounting  to  hundreds  of  thousands  or  even  millions  of  dollars, 
the  custom  arose  on  the  part  of  some  banks  of  making  a  distinc- 
tion between  a  confirmed  and  an  irrevocable  credit.  The  dis- 
tinction is  largely  one  of  the  relations  between  foreign  and 
American  banks  and  probably  in  temporary  use  only.  The  dis- 
tinction is  not  interpreted  in  the  same  way  by  all  banks.  It 
chiefly  deserves  consideration  by  the  manufacturer  or  exporter 
because  in  a  confirmed  credit  a  date  is  usually  named  for  its  ex- 

1  See  Fonn  28. 
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piration  whUe  an  irrevocable  credit  may  sometimes  give  the 
shipper  an  indefinite  or  unlimited  time  in  which  to  present  his 
shipping  documents  to  the  bank.  In  either  confirmed  or  irre- 
vocable credit,  the  American  shipper  in  whose  favor  the  credit 
is  opened  is  sure  to  get  his  money  from  any  reputable  bank,  if 
he  complies  with  the  exact  terms  nominated  in  the  credit. 

Oommercial  Letters  of  Oredit. — Such  credits  as  we  have  just 
been  discussing  are  commonly  called  cash  credits  because  pay- 
able cash  against  presentation  of  the  shipping  documents.  Time 
credits  are  those  drawn  for  a  longer  period  and  are  usually  cov- 
ered by  commercial  letters  of  credit.^  Both  sorts,  it  should  be 
noted,  are  entirely  diflFerent  papers  from  the  ordinary  traveler's 
circular  letter  of  credit,  the  form  in  which  salesmen  and  tourists 
often  carry  their  funds. 

In  essence  an  import  letter  of  credit  is  an  authorization  setting 
forth  the  terms  under  which  the  shipper  of  the  merchandise  may 
draw  a  draft  for  what  he  has  sold.  Sometimes  the  letter  of 
credit  is  addressed  direct  to  the  seller  of  the  goods,  in  which  case 
it  reads:  *'You  are  authorized  to  draw  upon  Messrs.  So-and-So, 
bankers  in  {New  York  or  London),  under  the  following  condi- 
tions." Sometimes,  on  the  other  hand,  the  letter  of  credit  will 
be  addressed  directly  to  the  bankers,  in  which  case  it  will  read: 
''You  are  authorized  to  accept  the  drafts  of  Messrs.  So-and-So, 
of  {say,  Boston  or  Chicago),  under  the  following  conditions." 
There  is  no  difference  in  the  two  kinds  of  credits. 

In  an  ordinary  letter  of  credit  of  this  sort,  the  shipper  is 
simply  given  authority  by  the  bankers  to  draw  and  get  his 
money.  If  the  New  York,  or  other  American  bankers,  however, 
confirm  the  letter  of  credit  to  the  shipper,  the  latter  has  no  fur- 
ther responsibility  nor  can  recourse  be  had  on  him  in  the  event 
of  his  customer  becoming  insolvent.^  That  then  concerns  only 
the  banker  which  has  granted  the  credit.  He  is  secured  by  the 
bill  of  lading  and  other  documents  made  out  to  his  order  which 
accompanied  the  drafts  drawn  under  the  letter  of  credit. 

Commercial  letters  of  credit  are  issued  at  30,  60,  90  days',  4  to 
6  months*  sight,  sometimes  at  other  usage.  A  bank  which  issues 
such  a  letter  of  credit  virtually  agrees  with  the  party  in  whose 

iSee  Form  26. 
2  See  Form  27. 
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favor  it  is  issued,  although  not  always  in  so  many  words,  that  his 
drafts,  drawn  under  and  in  conformity  with  and  within  the 
amount  of  the  credit,  shall  be  duly  honored  on  presentation,  pro- 
vided that  he  complies  with  the  text  of  the  credit.  This  is 
usually  regarded  as  practically  equivalent  to  guaranty  of  pay- 
ment to  the  holder. 

It  is  usually  stipulated  that  the  credit  is  not  to  remain  in  force 
after  a  specified  date,  and  the  firm  accredited  is  requested  to 

state  in  each  draft  *' against  L/C  No.  ''^    These 

letters  of  credit  may  sometimes  refer  to  clean  drafts,  i.e.,  those 
which  need  not  be  accompanied  by  the  documents  against  which 
the  bills  are  drawn.  Much  more  frequently,  however,  they  are 
documentary  credits  requiring  that  drafts  drawn  under  them 
be  accompanied  by  a  full  set  of  bills  of  lading,  with  invoices,  in- 
surance certificates  and  any  other  necessary  papers  in  duplicate. 
Sometimes  a  ^'marginal  credit"  is  issued  covering  only  a  stated 
percentage  of  the  value  of  shipments. 

At  some  large  commercial  and  financial  centers  banks  issue 
credits  directly  to  foreign  shippers  who  are  authorized  to  draw 
on  them  instead  of  on  a  bank  in  the  shippers'  own  country.  An 
English  merchant,  for  example,  may  arrange  with  a  London  bank 
to  issue  a  credit  in  favor  of  an  American  manufacturer  which 
will  provide  that  drafts  shall  be  drawn  directly  against  that 
London  bank  in  liquidation  of  purchases  made  in  the  United 
States  by  the  Englishman.  When  exhibited  to  American  bank- 
ers when  drafts  are  negotiated,  or  when  attached  to  such  drafts, 
these  letters  greatly  facilitate  the  satisfactory  transaction  of  the 
business,  and  sometimes  secure  a  fractional  advantage  in  rates  of 
exchange.  An  authorized  draft  against  a  reputable  bank  or 
banker  is  always  regarded  on  the  most  favorable  basis. 

Familiar  examples  of  the  so-called  letters  of  credit  which  are 
merely  authorizations  to  American  bankers  to  negotiate  certain 
foreign  drafts  are  the  documents  invariably  supplied  by  im- 
porters of  American  goods  in  the  Far  East.^  These  so-called  let- 
ters of  credit  are  nothing  but  authorizations  to  New  York 
bankers  to  purchase  drafts  on  the  customers  in  the  Far  East 
under  certain  specified  conditions.    The  shippers  are  not  relieved 

1  See  Form  33. 

2  S^  Form  3Q, 
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of  responsibility  until  such  drafts  have  actually  been  paid  by 
their  customers.  But  even  in  such  cases  the  fact  a  first  class 
banking  house  issues  a  '' letter  of  credit''  of  this  sort  is  a  suf- 
ficiently satisfactory  indication  that  the  business  involved  has 
been  examined  by  a  disinterested  third  party  and  found  worthy. 

Partial  Payments  in  Advance. — Manufacturers  or  shippers 
are  often  willing  to  execute  orders  even  from  unknown  foreign 
customers  without  requiring  cash  in  full,  providing  a  partial 
payment  of  the  values  involved  be  made  in  advance  and  an 
agreement  entered  into  to  complete  the  payment  on  some  satis- 
factory terms.  Such  partial  payments  on  account  may  be  pro- 
vided for  in  any  of  the  ways  we  have  just  been  considering.  It 
is,  however,  highly  important  that  manufacturers  offering  such 
terms  to  foreign  prospects  require  something  more  than  mere 
** evidence  of  good  faith."  If  their  prospects  are  not  thor- 
oughly well  known  to  them  as  honorable  and  responsible  con- 
cerns, only  a  small  payment  on  account  may  not  be  sufficient  to 
deter  treacherous  and  tricky  importers  abroad  from  sharp  prac- 
tices which  ere  just  as  possible  to  them  under  such  conditions 
as  they  would  be  had  no  payment  whatsoever  been  required  in 
advance.  That  is  to  say,  upon  arrival  of  the  goods  on  which 
only  a  small  payment  had  been  made  importers  of  this  sort  may 
decline  to  pay  the  balance,  whereupon  the  goods  will  go  into 
storage  and  may,  for  any  one  of  many  reasons,  be  sold  locally 
for  a  mere  fraction  of  their  real  value.  The  original  buyer  is 
then  able  to  bid  them  in  at  much  less  than  he  would  otherwise 
have  had  to  pay  for  them. 

There  are  a  great  many  more  expenses  connected  with  the  re- 
turn of  rejected  foreign  goods  than  American  manufacturers 
usually  appreciate.  Any  payment  in  advance  or  deposit  on  ac- 
count should  be  required  to  be  ample  to  cover  all  contingencies 
among  which  are:  ocean  freights  in  both  directions,  remember- 
ing that  return  freights  to  the  United  States  are  morally  certain 
to  be  much  heavier  than  those  paid  on  the  outward  journey. 
Consular  invoices  have  to  be  secured  for  the  return  of  Ameri- 
can goods.  They  cost  something  and  involve  the  employment 
of  some  kind  of  an  agent,  and  a  fee,  at  the  other  end  of  the  line. 
There  are  almost  certain  to  be  quay  dues,  landing  charges, 
storage  expenses  to  be  paid  abroad  before  the  goods  can  be  re- 
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turned.  There  are  charges  for  protesting  of  draft,  charges  for 
entering  goods  at  United  States  custom  houses  when  they  arrive 
here,  and  the  employment  of  American  custom  house  brokers,  in 
addition  to  marine,  fire  and  possibly  war  risk  insurance  while 
goods  are  in  storage  no  less  than  while  they  are  afloat.  Such 
expenses  mount  up  very  rapidly  and  their  aggregate  is  quite 
sure  to  astound  the  inexperienced  shipper. 

A  partial  if  not  total  payment  in  advance  is  the  practically 
invariable  custom  of  manufacturers  of  special  machinery  or 
other  products  which  have  to  be  made  according  to  buyers'  re- 
quirements and  are  not  generally  marketable.  In  such  cases 
advance  payments  on  account  are  required  when  the  order  is 
placed,  not  merely  upon  shipment  of  the  goods.  This  again  is 
not  purely  an  American  practice.  It  is  customary  among  manu- 
facturers of  Europe  as  well  under  such  circumstances,  and  even 
as  applying  to  the  biggest  and  richest  houses  in  the  world  and 
contracts  made  by  Governments  of  undoubted  credit.  It  is  a 
legitimate  business  precaution  which  should  not  be  overlooked. 
This  refers,  it  should  be  noted,  to  the  manufacturer  of  special 
goods  and  not  to  the  shipper  of  staple  articles  or  goods  in  regu- 
lar commerce. 

OPEN  CREDITS  TO  FOSEION  OOITNTRIES 

Doubtless  most  men  begin  their  export  trading  by  acknowl- 
edging the  truism — **  there  are  just  as  big,  sound  and  honorable 
business  houses  in  other  countries  as  in  our  own."  Even  when 
this  acknowledgment  is  made,  a  manufacturer's  disposition  to 
demand  ''cash  with  order"  is  not  modified  in  some  cases.  In 
others,  too  many  chances  are  taken,  too  little  allowance  made 
for  diflPerences  of  blood  and  environment. 

We  hear  a  good  deal  of  eloquence  from  the  platform  on  the 
high  sense  of  honor,  the  fine  and  delicate  sensibilities  of  mer- 
chants in  other  lands,  very  particularly  in  Latin  America.  All 
may  be  true,  doubtless,  but  any  business  experience  of  breadth 
or  length  is  not  likely  to  increase  an  exporter's  confidence  in 
relying  upon  the  qualities  extolled.  Early  in  their  experience 
as  a  colonizing  power  in  China,  the  Germans  extended  credits 
right  and  left.  Ultimate  results  were  disastrous,  even  the  Ger- 
man Government  in  thoroughly  characteristic  fashion  was  called 
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to  the  aid  of  the  merchants  in  an  effort  to  bring  pressure  to  bear 
on  the  Chinese  Government  to  compel  payments  to  Qermans  by 
Chinese  debtors. 

So  good  an  authority  as  John  F.  Fowler,  in  charge  of  the 
merchandizing  interests  of  W.  R.  Grace  &  Co.,  of  New  York, 
who  rank  as  the  largest  merchant  house  on  the  West  Coast  of 
South  America,  has  used  the  following  language:  '* Casual 
visitors,  also  self -constituted  authorities,  and  even  'oflScial'  in- 
vestigators, may  report  the  foreign  customer  generally  as  ex- 
ceptionally high  in  commercial  morality  and  rarely  a  defaulter 
in  his  payments!  Oh!  The  contrast  in  really  commercial  ex- 
perience! Writers  of  such  misleading  articles  justly  deserve 
rebuke.'' 

No  doubt  business  can  be  and  is  done  with  some  reputable, 
high  class  merchants  in  other  countries  in  the  same  way,  or  in. 
much  the  same  way,  and  with  at  least  equal  safety,  as  here  at 
home,  but  if  such  business  involves  open  credits  of  the  sort  that 
we  give  to  our  customers  in  the  United  States,  then  the  manu- 
facturer must  have  his  own  branch  oflSce  on  the  ground,  or  must 
have  a  suitably  qualified  agent  there,  unless  he  is  making  such 
unusual  and  exorbitant  profits  on  his  goods  that  he  can  afford 
to  **take  chances"  with  his  eyes  open.  Otherwise,  losses,  annoy- 
ing if  not  disquieting  to  the  average  exporter,  are  bound  to 
occur.  When  we  talk  of  export  trade  being  the  safest  in  the 
world,  of  the  trifling  losses  experienced  during  years  of  busi- 
ness, we  refer  only  to  business  on  conservative,  sound  lines, 
meaning  in  general  the  established  basis  of  most  oversea  trade 
— ^the  documentary  draft  which  we  shall  proceed  to  study  in  the 
course  of  a  few  pages.  We  do  not  mean  general  or  frequent  ex- 
tension of  open  credits  to  customers  abroad. 

What  Is  Meant  by  "Open  Credit."— The  open  credits  now 
in  question  we  may  define  as  the  usual  book  accounts  which 
characterize  the  great  bulk  of  domestic  business.  Merely  ship- 
ping goods,  sending  an  invoice,  making  a  charge  on  the  books 
and  trusting  to  customers'  honor  or  financial  abilities  to  pay 
within  a  specified  length  of  time  is  frequent  enough  within  the 
borders  of  any  country.  It  characterizes  trade  throughout 
Europe  where,  as  we  long  ago  remarked,  trade  between  close 
lying  nations  differs  but  little  from  trade  between  two  of  our 
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own  adjoining  States.  Gennan  manufacturers  do  not  regard 
trade  with  Switzerland  or  with  Holland  as  ** export  trade.'' 
Excepting  in  certain  branches  of  industry,  business  throughout 
the  Continent  of  Europe  is  handled  by  European  manufacturers 
in  a  general  way  very  much  as  we  handle  our  trade  within  the 
United  States. 

When,  however,  German,  French  or  any  other  European 
merchants  ship  oversea,  then  an  entirely  different  set  of  condi- 
tions is  encountered  and  quite  another  procedure  adopted. 
American  manufacturers  in  selling  their  goods  in  Europe  often 
run  counter  to  the  experiences  and  practices  of  their  European 
prospects  who  have  not  been  accustomed  to  import  goods  from 
oversea  and  strenuously  object  to  meeting  the  terms  which 
usually  and  properly  rule  in  oversea  trade.  They  may  demand 
that  the  American  who  wants  to  sell  them  goods  shall  do  busi- 
ness with  them  on  the  basis  to  which  they  are  accustomed  in 
dealing  with  their  usual  European  suppliers. 

It  is  not  only  in  Europe  that  demands  for  open  credit  some- 
times come  to  American  manufacturers.  The  practice  of  de- 
manding such  terms  has  been  frequent  among  buyers  in  Mexico, 
in  Cuba  and  the  West  Indies.  In  these  other  territories,  how- 
ever, it  is  not  by  any  means  so  strenuous  as  a  rule  as  is  the  de- 
mand from  European  buyers.  A  diplomatic  argument  is  usually 
likely  to  result  in  an  agreement  to  terms  of  ninety-day  drafts, 
or  something  of  that  sort,  instead  of  the  open  credit  demanded. 
A  certain  amount  of  trade  with  the  British  West  Indies  is  car- 
ried on  by  export  commission  houses  on  open  credit  terms,  the 
understanding  usually  being  that  remittances  shall  be  made  by 
return  of  the  steamer  which  takes  out  the  goods,  an  understand- 
ing as  often  notable  in  its  breach  as  in  its  observance.  Simi- 
larly, a  good  deal  of  the  business  of  export  commission  houses 
with  Central  America,  in  fact,  with  all  of  the  Caribbean  coun- 
tries, is  on  an  open  credit  basis  because  so  much  of  it  consists 
in  an  exchange  of  imports  and  exports. 

Americans  have  sometimes  been  charged  with  being  re- 
sponsible for  spoiling  these  near-by  markets,  particularly  Mexico 
and  Cuba.  They  have  been  accused  of  having  attacked  these 
near  neighbors  in  ignorance  of  established  export  trade  prac- 
tices, of  having  been  so  anxious  to  get  business,  so  fearful  of 
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competition,  bo  eagerly  fighting  each  other,  especially  in  Cuba 
after  the  Spanish-American  War,  that  they  willingly  offered 
extravagant  and  quite  unnecessarily  generous  terms.  Of  late, 
a  change  for  the  better  in  both  of  these  markets  has  been  noted 
and  the  disposition  of  manufacturers  entering  them  should  be  to 
hold  their  customers  to  terms  just  referred  to  as  usual  in  over- 
sea business. 

Open  Credits  as  Affected  by  Organisation  of  Foreign  Busi- 
ness.— When  a  foreign  shipper  attempts  to  do  business  on  open 
account  terms  with  a  customer  in  another  country  he  is  likely 
immediately  to  encounter  many  local  customs  which  are  unusual 
to  him  and  which  may  seriously  interfere  with  the  satisfactory 
and  regular  conduct  of  his  business,  especially  with  the  receipt 
of  remittances  in  anticipated  time.  For  example,  in  some  coun- 
tries it  is  customary  to  pay  bills  on  certain  days  of  the  month ; 
in  some,  collection  by  ordinary  draft  when  credit  term  has  ex- 
pired is  common — ^in  others,  this  course  is  virtually  unknown. 
Without  necessarily  implying  any  lower  ideals  of  commercial 
honor  in  the  business  communities  of  other  countries,  yet  it  is  to 
be  remarked  that  indebtedness  to  a  distant  foreign  creditor,  when 
merely  in  the  form  of  an  open  account,  is  far  more  likely  to  be 
neglected  or  abused  by  the  average  trader  than  would  be  similar 
accounts  owing  to  local  or  neighboring  suppliers  by  whom  pres- 
sure may  be  more  promptly,  more  severely  and  more  effectively 
exerted — ^with  whom  excuses  are  of  less  avail. 

Customers'  Objections  to  Drafts.— Objections  frequently 
made  by  foreign  customers  to  purchasing  goods  subject  to  pay- 
ment or  acceptance  of  draft  attached  to  documents,  may  be 
based  either  on  their  unfamiliarity  with  this  form  of  business 
or  on  the  claim  that  such  terms  are  a  reflection  on  their  stand- 
ing and  character.  Or  they  may  be  based  on  the  fact  that  by 
the  acceptance  of  a  draft  they  are  legally  compelled  to  pay  at  a 
certain  time,  whether  convenient  or  not,  while  conditions  of 
trade,  of  the  crops,  or  of  the  foreign  exchange  market  might 
make  such  definite  payment  inconvenient. 

The  American  salesman  who  personally  encounters  such  ob- 
jections in  the  course  of  his  effort  to  negotiate  a  sale,  may  easily 
enough  convince  his  prospect  of  the  reasonableness  of  his  re- 
quirement for  draft  terms,  if  he  is  thoroughly  well  acquainted 
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with  international  business.  He  may  point  to  the  invariable 
practice  of  all  shippers  in  oversea  trade.  He  may  emphasize  the 
low  prices  which  he  has  named  which  are  only  available  in 
case  his  house  can,  through  the  sale  of  a  draft,  obtain  prompt 
cash.  He  can  explain  how  it  is  possible  to  extend  drafts  and  as- 
sure the  prospective  customer  of  the  willingness  of  his  principals 
to  extend  every  facility  to  him. 

When  this  question  is  one  which  has  to  be  arranged  by  letter, 
a  little  thought  and  study  are  required,  although  very  much  the 
same  arguments  are  to  be  brought  into  play.  The  letter  must  be 
made  effective  and  convincing. 

When  Open  Accounts  May  be  Accepted.— Now  and  then 
manufacturers  will  be  found  who  declare  that  their  experience 
in  extending  direct  open  accounts  to  foreign  customers  has  been 
uniformly,  or  on  the  whole,  satisfactory.  Much  more  frequently 
results  of  such  accounts  have  been  unpleasant  in  the  extreme,  if 
not  costly.  The  supplier,  thousands  of  miles  away,  is  in  the 
worst  possible  position  to  ask,  to  say  nothing  of  enforcing  prompt 
settlements.  He  is  invariably  subject  to  exasperating  and  to 
him  inexplicable  delays,  usually  accompanied  by  claims  of  one 
sort  or  another. 

There  is  really  but  one  way  in  which  general  business  of  con- 
siderable volume  can  be  satisfactorily  conducted  on  open  ac- 
count terms  in  foreign  markets.  That  is,  through  the  strict 
supervision  of  such  accounts  by  a  resident  representative  of  the 
manufacturer.  In  our  discussion  of  features  involved  in  doing 
business  through  local  commission  agents  we  have  already  noted 
the  advantage  which  such  agents  may  be  to  their  foreign  prin- 
cipals in  the  way  of  promptly  and  diplomatically  adjusting 
troubles  that  are  apt  to  arise  in  any  business.  Those  observa- 
tions may  well  be  reviewed  at  this  point. 

Few  American  manufacturers  understand  the  extent  to  which 
local  commission  agents  are  sometimes  relied  upon  by  European 
houses  whom  they  represent.  A  certain  well  known  firm  of  com- 
mission agents  in  South  Africa  represents  half  a  dozen  Ameri- 
can manufacturers  of  hardware.  As  salesmen  and  introducers 
of  these  hardware  lines  the  services  of  this  firm  are  highly  re- 
garded by  their  American  principals.  However,  this  branch  of 
the  business  of  the  South  African  concern  in  question  is  only  a 


Digitized  by 


Google 


472  PRACTICAL  EXPORTING 

side  issue  with  it.  The  firm's  chief  business  is  the  oversight  and 
regulation  of  loans  extended  to  South  African  importers  by  a 
big  British  merchant,  whose  representatives  these  South  African 
commission  agents  also  are.  They  determine  whether  one  im- 
porter's credit  shall  be  cut  down  from  £10,000  to  £5,000,  whether 
another's  shall  be  increased  from  £1,000  to  £2,000,  and  so  on. 
Their  judgment,  based  on  their  experience  and  backed  by  all  the 
information  they  are  able  to  gather,  is  accepted  by  the  London 
merchant  as  the  basis  >  on  which  he  will  risk  something  like 
$250,000.  When  able,  experienced,  reliable  agents  of  such  a 
class  are  to  be  secured,  then  business  in  their  markets  may  be 
safely  done  on  any  terms  usual  in  such  markets  of  which  the 
agents  approve:  In  the  absence  of  similar  representatives 
permanently  located  in  the  market,  open  credit  terms  such  as  we 
are  now  discussing  ought  never  to  be  extended — unless  ex- 
porters are  fully  prepared  to  risk  and  accept  gracefully  actual 
losses  as  well  as  frequent  disputes. 

FOREIGN  BILLS  OF  EXOHANOE 

Drafts  drawn  against  foreign  bankers  or  merchants  are  often 
referred  to  as  bills  of  exchange.  Absurd  as  it  may  seem,  expe- 
rience has  taught  that  American  inanufacturers  who  are  not 
familiar  with  international  trading  are  quite  sure  to  confound 
such  drafts  with  the  domestic  devices  of  their  collection  depart- 
ment in  trying  to  secure  payment  from  delinquent  debtors. 
Notifying  such  a  debtor  that  unless  his  account  is  paid  by  the 
fifteenth  proximo  **we  shall  draw  a  draft  on  you"  seems  to  be  a 
favorite  American  practice  not  so  generally  employed  in  other 
countries  and  usually  regarded  as  of  little  efficacy  here  at  home. 
Drafts  so  drawn  bear  not  the  remotest  relation  to  drafts  known 
as  bills  of  exchange  in  foreign  trading. 

The  imports  and  exports  of  all  countries  of  the  world  are 
virtually  in  toto  financed  by  means  of  these  bills  of  exchange,  as 
they  have  been  for  a  hundred  years  and  more.  Whether  these 
foreign  bills  of  exchange  are  drawn  under  commercial  letters  of 
credit  or  whether  they  are  simply  drawn  at  shipper's  risk  and 
sent  abroad  to  foreign  bankers  for  collection  from  customers 
does  not  affect  the  character  of  the  drafts.  They  may  be 
*' clean"  bills,  that  is,  a  draft  unaccompanied  by  any  other 
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papers.  Possibly  even  a  clean  bill  when  used  in  international 
banking  carries  a  trifle  more  weight  with  it,  because  of  its  un- 
usualness,  than  does  such  a  draft  in  this  country.  When,  how- 
ever, foreign  bills  of  exchange  are  discussed  in  connection  with 
commerce,  what  is  called  the  **  documentary  draff  is  almost 
always  referred  to. 

The  ** documentary  draft"  is  adopted  in  order  to  safeguard 
the  interests  of  shippers.  It  ensures  that  delivery  of  a  ship- 
ment to  consignee  will  only  be  made  after  terms  of  the  shipper 
have  been  met.  Bills  of  lading  drawn  to  the  shipper's  order 
are  the  chief  ** documents"  which  give  these  drafts  their  name. 
By  attaching  such  bills  of  lading  to  a  draft  and  presenting  all 
to  consignee  through  a  responsible  third  party- (almost  always  a 
banker)  the  shipper  makes  certain  that  his  draft,  i.e.,  his  terms 
of  sale,  will  be  satisfied  before  he  parts  with  his  goods.  The 
third  parties  handling  the  draft  and  documents  as  agents  for 
the  shipper  will  not  otherwise  surrender  the  bills  of  lading  whose 
possession  gives  title  to  the  goods  they  represent. 

Perhaps  a  further  distinction  should  be  emphasized.  A  mer- 
chant in  Buffalo  speaks  of  buying  a  ** draft  on  New  York"  for 
remittance  to  the  latter  city  in  payment  of  indebtedness  there. 
A  New  York  importer  buys  a  ** draft  on  London"  to  forward  to 
some  supplier  of  goods  abroad  in  payment  of  an  account.  These 
are  bankers'  drafts  or  checks,  and  are  accepted  as  the  equivalent 
of  so  much  cash  because  confidence  is  reposed  in  the  standing 
of  the  banker  issuing  the  drafts  and  his  credit  if  not  his  cash 
balance  with  his  correspondent  bank  on  which  the  draft  is 
drawn.  A  merchant's  bill  of  exchange  does  not  necessarily 
imply  anything  of  this  sort.  By  itself  unaccompanied,  that  is, 
a  *' clean  bill,"  it  has  no  value  whatsoever  apart  from  the  signa- 
ture of  its  maker; 

Bankers  who  issue  the  drafts  which  are  accepted  as  cash  main- 
tain deposits  or  carry  accounts  in  the  foreign  banks  on  which 
they  draw  drafts.  In  somewhat  similar  fashion  a  merchant  who 
ships  goods  and  draws  a  draft  on  his  customer  requiring  the 
latter  to  pay  certain  sums  of  money,  may  accompany  those 
drafts  by  valuable  securities.  He  may  attach  to  them  an  in- 
voice for  goods  shipped,  the  bills  of  lading  so  drawn  as  to  con- 
vey the  ownership  of  the  goods  and  a  certificate  of  marine  insur- 
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ance  indemnifymg  its  bolder  against  possible  damage  or  loss  in 
transit,  tbe  wbole  papers  completing  a  transaction  wbicb  on  its 
face  is  proven  to  be  legitimate.  Merchandise  drafts,  or  bills  of 
exchange,  accompanied  by  these  papers  are  called  **  documen- 
tary drafts.''  How  different  they  are  from  '*clean''  drafts  be- 
comes evident;  they  may  and  usually  do  form  the  basis  for  an 
advance  of  money  by  bankers  or  others.  Since  at  least  nine- 
tenths  of  the  international  trade  of  the  world  is  now  and  has 
for  many  years  been  conducted  on  this  basis,  additional  se- 
curity has  developed  from  custom  and  importers  the  world  over 
are  exceedingly  jealous  in  protecting  their  names  in  such  trans- 
actions. 

What  Are  Foreign  Drafts?— The  definition  of  a  bill  of  ex- 
change as  given  in  the  English  Bills  of  Exchange  Act  in  1882 
is  ''an  unconditional  order  in  writing  addressed  by  one  person 
to  another,  signed  by  the  person  giving  it  and  requiring  the 
person  to  whom  it  is  addressed  to  pay  on  demand  or  at  a  fixed  or 
determinable  future  time  a  sum  certain  in  money  to  or  to  the 
order  of  a  specific  person  or  bearer." 

All  over  this  country  and  all  over  every  other  country  there 
are  exporters  of  merchandise  who  are  shipping  goods  and  draw- 
ing drafts  against  their  customers  in  foreign  lands.  All  over 
this  country  and  all  over  every  other  country  there  are  im- 
porters who  have  bought  merchandise  abroad  and  who  need  bills 
of  exchange  to  pay  for  their  purchases.  If  an  exporter  of  cotton 
in  New  York  and  an  importer  of  champagne  in  the  same  city 
know  each  other  and  have  business  relations  together,  it  might 
be  a  comparatively  simple  thing  for  one  to  balance  his  account 
against  the  other,  the  importer  of  champagne  paying  the  ex- 
porter of  cotton  and  the  foreign  shipper  of  the  champagne  col- 
lecting from  the  foreign  importer  of  the  American  cotton. 
That  there  are  obstacles  in  the  way  of  the  successful  termina- 
tion of  international  business  affairs  in  so  simple  a  fashion  is 
obvious.  The  exporter  of  cotton  wishes  his  pay  in  dollars.  The 
shipper  of  champagne  in  France  requires  his  in  francs.  He 
therefore  must  draw  a  draft  or  bill  of  exchange  against  his 
debtor,  unless  he  has  required  that  debtor  to  place  the  actual 
cash  in  his  hands  before  the  goods  have  been  shipped.  This,  as 
has  been  indicated,  is  the  exceptional  not  the  usual  practice  in 
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times  of  peace — at  least  has  been  in  the  past  and  undoubtedly 
will  in  the  future  continue  to  be. 

Because  both  the  shipper  of  the  cotton  and  the  shipper  of  the 
champagne  wish  to  be  quite  certain  of  receiving  payment  for 
their  shipments  and  because  they  may  not  wish  to  be  out  of 
their  funds  for  a  considerable  length  of  time  and  therefore  want 
to  raise  money  from  bankers,  they  accompany  the  bills  of  ex-  , 
change  which  they  draw  with  the  shipping  documents,  as  we 
have  already  noted.  Foreign  commercial  bills  of  exchange  may 
therefore  be  said  to  be  almost  invariably  accompanied  by  ship- 
ping documents.    They  are  not  simply  demands  to  pay.* 

How  Foreign  Drafts  Are  DrawiL — Foreign  drafts  are  always 
drawn  in  duplicate,  known  as  First  of  Exchange  and  Second  of 
Exchange,  one  becoming  void  when  the  other  has  been  duly 
satisfied.*  This  is  in  accordance  with  the  general  practice  of 
seeking  safety  in  the  transmission  of  valuable  documents  to 
oversea  destinations  through  forwarding  one  set  by  one  mail  or 
steamer,  and  duplicates  by  a  succeeding  mail  or  another  vessel.* 
They  are  seldom  drawn  direct  to  the  order  of  a  specific  payee, 
that  is,  instead  of  writing  *'Pay  to  the  order  of  The  First  Na- 
tional Bank  or,  The  Anglo-South  American  Bank)'*  or  some- 
thing of  that  sort,  they  are  drawn  to  read  *'Pay  to  the  order  of 
our  selves  J*  This  gives  greater  flexibility  in  their  handling,  for 
such  bills,  when  endorsed  in  blank  by  the  drawers,  become  bearer 
instruments  and  can  be  utilized  at  discretion  by  the  parties  in 
whose  hands  they  are  placed. 

However,  when  such  drafts  are  forwarded  direct  by  shippers 
of  the  United  States  to  given  bankers  at  foreign  points  (usually 
for  collection  only)  then  they  may  either  be  drawn  payable 
directly  to  the  name  of  the  bankers  to  whom  they  are  forwarded 
or  may  be  specifically  endorsed  to  such  bankers.*  It  will  be 
understood,  of  course,  that  drawing  a  draft  to  one's  own  order 
and  endorsing  it  in  blank  is  a  procedure  not  to  be  risked  unless 
the  document  in  question  is  passed  immediately  by  the  drawers 

1  Adapted  from  Franklin  Escher  in  American  Exporter, 

3  See  Form  31. 

8  The  old  custom  of  drawing  in  triplicate  is  sometimes  required  by 
bankers  in  times  of  war  or  unusual  risk  of  interruption  or  loss  to  trans- 
oceanic mails. 

4  See  Form  32, 
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Great  Britain,  such  drafts  are  sometimes  drawn  payable  three 
days,  seven  days,  or  perhaps  ten  days  after  sight. 

Time  Drafts. — Time  drafts  may  be  drawn  at  seven,  ten,  thirty, 
rixty,  ninety  days,  or  sometimes  at  one  month,  three  months, 
four  months  or  even  six  months  *' after  sight.  "^  Sometimes 
they  may  be  drawn  at  similar  periods  ** after  date,"  and  so 
doing  would  embody  some  desirable  improvements  in  the 
handling  of  time  bills,  but  the  custom  of  drawing  ** after  sight'' 
instead  of  ** after  date"  is  the  general  and  well  established  one 
and,  therefore,  at  present  usually  preferable. 

''After  sight"  means,  of  course,  the  period  of  time  named 
after  the  bill  has  been  presented  to  drawee.  Bankers  in  negoti- 
ating such  bills  have  therefore  to  take  into  consideration  in- 
terest for  the  running  time  of  the  bill  itself  after  sight  in  addi- 
tion to  the  probable  or  usual  time  occupied  in  transit  by  mail 
to  and  from  point  on  which  drawn.  Mere  exhibition  of  a  draft 
to  the  drawee  is  not  enough  to  establish  ** sight."  Legal  evi- 
dence of  the  fact  is  indicated  by  notation  of  the  actual  date 
when  presented,  thus  starting  the  running  term  of  the  docu- 
ment, coupled  usually  with  the  signature  of  drawees. 

Foreign  bills  of  exchange  are  usually  drawn  a  certain  number 
of  days,  say  thirty  days  or  ninety  days  after  sight,  instead  of  at 
one  month's  or  three  months'  sight.  Greater  exactness  and  less 
liability  to  confusion  on  account  of  possible  variation  in  local 
laws  is  thus  secured.  In  principle,  however,  the  word  ''month" 
in  a  bill  of  exchange  means  a  calendar  month.  Of  course,  all 
bills  not  drawn  on  demand  or  at  sight  are  subject  in  some 
countries  to  days  of  grace  ranging  from  one  up  to  ten  days.  In 
other  countries,  as  in  the  State  of  New  York,  no  days  of  grace 
are  allowed.  This  again  is  a  consideration  which  bankers  rather 
than  shippers  have  to  consider. 

Bankers  as  Buyers  or  Collectors  of  Drafts.— To  safeguard 
himself  and  to  provide  that  his  goods  shall  only  be  delivered  to  his 
customers  when  terms  on  which  those  goods  have  been  sold  have 
been  complied  with,  a  shipper  makes  his  bills  of  lading  deliverable 
to  his  own  order,  endorses  them,  preferably  in  blank,  and  passes 

lA  draft  at  "three  days  after  sight"  is  not  classed  as  a  "time  hill" — 
partly,  perhaps,  hecause  in  Great  Britain  three  days'  bills  are  not  subject 
to  stamp-tax,  longer  bills  are. 
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them  through  a  responsible  banker  accompanied  by  a  draft 
drawn  on  his  customer  in  accordance  with  terms  on  which  the 
sale  has  been  negotiated.  The  banker  will  not  surrender  title 
to  the  goods  that  have  been  shipped  until  the  terms  of  the 
draft  have  been  satisfied.  The  shipper  may  simply  hand  the 
documents  over  to  a  banker  in  the  United  States  to  be  sent 
abroad  to  that  banker's  correspondents  at  point  of  destination 
for  collection,  or  he  may  forward  by  mail  directly  to  some 
known  and  reputable  banking  house  established  at  point  of 
destination.  The  shipper  may  either  merely  instruct  collection 
of  amounts  involved  and  ultimate  return  to  the  United  States, 
or  he  may  **seir'  his  drafts  to  American  bankers  and  put  him- 
self immediately  in  funds,  if  he  does  not  care  to  have  the 
amounts  involved  outstanding  for  possibly  a  considerable  length 
of  time.  The  latter  is  the  course  usually  pursued  by  exporters 
of  the  United  States  as  well  as  by  European  exporters. 

Many  large  banking  houses  are  organized  chiefly  for  dealing 
in  foreign  exchange.  Many  other  bankers  establish  special  de- 
partments for  handling  the  same  sort  of  business,  largely  on 
account  of  the  profits  involved.  How  the  *'sale"  of  foreign 
drafts  is  arranged  we  shall  proceed  in  a  moment  to  examine.  It 
is  to  be  noted,  however,  that  some  large  and  rich  American 
manufacturers  prefer  simply  to  send  their  foreign  bills  of  ex- 
change forward  for  collection  without  attempting  to  realize 
cash  for  them  when  the  goods  are  despatched.  Probably  few 
American  concerns  are  in  position  to  carry  on  any  extensive 
export  trade  on  this  basis.  Even  in  Europe  there  are  few 
among  the  large  exporters  who  can  afford  to  have  outstanding 
the  considerable  amounts  of  money  which  would  be  necessitated 
were  all  their  drafts  to  be  sent  forward  for  collection  only. 

SELLINO  DBAFTS  TO  BANKERS 

"The  primary  function  of  the  international  banker  is  to 
finance  imports  and  exports  of  merchandise  by  purchasing  and 
selling  bills  of  exchange  drawn  against  shipments  of  merchan- 
dise or  by  establishing  commercial  credits  in  foreign  markets." 
This  statement  is  made  by  P.  A.  Goodhue,  Vice  President  of  the 
First  National  Bank,  of  Boston.  Franklin  Escher,  writing  in 
the  American  Exporter  of  the  many  banks  and  trust  companies 
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in  New  York  City  in  addition  to  the  great  international  bank- 
ing houses,  all  of  them  carrying  on  a  regular  foreign  exchange 
business,  buying  bills  from  those  who  have  them  to  sell  and  sell- 
ing bills  to  those  who  want  to  buy,  observes : 

^'For  a  national  bank  to  have  a  foreign  department  was, 
until  only  a  few  years  ago,  an  unusual  thing,  the  business  being 
concentrated  almost  entirely  in  the  hands  of  private  bankers. 
Recent  years  have,  however,  seen  a  great  change  in  this  re- 
gard. Where  it  was  the  exception  for  the  big  bank  or  trust  com- 
pany to  do  a  regular  foreign  exchange  business  only  a  com- 
paratively short  time  ago,  it  is  now  the  rule.  As  the  business 
has  grown  in  scope  and  importance  it  has  come  about  that  the 
progressive  bank  has  felt  itself  called  upon  to  supply  to  its  cus- 
tomers those  facilities  which  they  have  come  to  demand.  In- 
ability to  furnish  drafts  drawn  on  foreign  countries,  letters  of 
credit  and  other  foreign  exchange  facilities,  caused  the  transfer 
of  many  deposit  accounts  to  rival  banks  able  to  furnish  those 
facilities.  When  the  banks  began  to  see  it  that  way  they  were 
quick  enough  to  install  foreign  departments  capable  of  render- 
ing satisfactorily  any  service  which  depositors  might  require. 
In  the  great  majority  of  instances  the  installation  of  a  foreign 
department  has  opened  up  such  possibilities  of  profit  that  the 
necessary  arrangements  have  been  made  for  doing  the  business 
on  a  wholesale  basis. 

Function  of  the  Foreign  Exchange  Banker. — ''The  under- 
lying business  of  these  institutions  and  of  the  private  bankers 
who  handle  foreign  exchange  on  a  large  scale,  is  to  buy  bills  in 
this  market,  deposit  them  with  their  banking  correspondents  in 
London,  Paris,  Berlin  and  other  great  financial  centers  abroad, 
and  then  to  draw  and  sell  their  own  drafts,  on  these  deposit  ac- 
counts. However  complicated  the  business  may  be,  the  under- 
lying principle  is  always  the  same — that  is  to  say,  the  house  is 
all  the  time  establishing  balances  at  London  and  other  financial 
centers  and  then  selling  them  out  for  more  dollars  than  it  cost 
to  put  them  over  there.  Whether  the  bills  that  are  sent  over  to 
create  these  balances  are  drawn  against  grain  or  steel  or  meat, 
or  whether  they  are  drawn  at  sight  or  at  thirty  days'  sight  or  at 
sixty  days'  sight  makes  not  the  slightest  difference.  Underlying 
^ei:y  transaction  is  the  fact  that  these  houses  engaged  in  the 
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foreign  exchange  business  keep  balances  with  one  or  more  corre- 
spondents at  all  the  principal  centers  abroad,  and  that  as  they 
sell  their  own  drafts  against  these  balances,  they  are  constantly 
under  the  need  of  replenishing  them.  Beyond  a  certain  mini- 
mum the  balance  cannot  be  allowed  to  fall.  If  the  house  wants 
to  sell  its  own  drafts,  therefore,  it  has  got  to  keep  sending  over 
deposits  to  make  its  account  good. '  * 

No  one  can  estimate  the  great  future  possibilities  in  financing 
our  foreign  trade,  or  possible  developments  in  this  country  as 
likely  to  be  influenced  by  the  Federal  Reserve  Act,  the  establish- 
ment of  foreign  branches  of  American  banks  and  the  extraor- 
dinary and  totally  unanticipated  financial  developments  arising 
from  the  war  and  the  trade  of  the  world  as  affected  by  it. 
What  is  imperative  for  us  to-day  is  to  know  and  to  understand 
our  actually  existing  position  and  facilities.  The  primary,  out- 
standing fact  is  that  bankers  establish  themselves  in  the  foreign 
exchange  business  for  the  express  purpose  of  buying  and  selling 
foreign  drafts  and  issuing  and  receiving  commercial  letters 
of  credit. 

If  shippers  of  merchandise  did  not  require  immediate  funds 
with  which  to  undertake  fresh  operations  and  were  content  to 
forward  their  drafts  for  collection  only,  then  the  foreign  ex- 
change business  of  New  York  bankers  would  be  reduced  to  a 
small  fraction  of  its  present  magnitude.  It  is  essentially  the 
foreign  exchange  banker's  province  to  buy  and  sell  exchange. 
That  is  the  prime  reason  for  his  existence  and  the  practice  of 
selling  foreign  drafts  to  these  bankers,  that  is,  of  realizing  cash 
for  the  values  of  invoices  of  goods  shipped  abroad,  is  so  much 
the  rule  that  exceptions  are  notable.  We  have,  then,  to  inquire 
how  this  business  is  done  and  how  advantage  can  be  taken  of  the 
facilities  offered. 

Bankers  as  Buyers  and  Sellers  of  Foreign  Exchange.— We 
have  just  noted  the  increase  in  the  number  of  New  York  and 
other  American  banks  devoted  wholly  or  in  part  to  foreign  ex- 
change business.  We  have  remarked  that  only  a  small  part  of 
the  business  in  question  consists  in  the  mere  collection  of  drafts. 
An  overwhelmingly  large  proportion  of  this  business  consists  in 
the  purchase  and  sale  of  foreign  drafts,  yet  the  usual  expression 
*'sale"  or  ** discount'*  is  not  the  proper  term  to  apply  to  the 
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transaction  indicated.  When  an  exporter  wishes  to  secure  cash 
for  a  shipment  of  goods  to  a  foreign  customer  and  negotiates  his 
drafts  and  documents  representing  that  shipment  with  a  foreign 
exchange  banker,  the  transaction  is  neither  sale  nor  discount. 
It  is  virtually  the  negotiation  of  a  loan  from  the  bank  on  the 
security  of  the  exporter's  signature,  plus  the  realizable  value  of 
the  property,  covered  by  the  bills  of  lading  and  protected  by 
marine  insurance,  which  is  hypothecated  to  the  bank  through 
endorsement  of  the  exporter  as  a  basis  for  the  loan  which  he 
seeks.  Bather  curiously,  some  bankers  who  are  chiefly  devoted 
to  this  sort  of  business  are  fond  of  emphasizing  the  loan  char- 
acter of  such  negotiations  on  which  they  really  depend  for  an- 
nual dividends. 

No  exporter  should,  however,  be  unfavorably  affected  by  the 
use  of  the  word  **loan''  in  this  business.  Clearly  there  is  slight 
difference  between  advances  of  money  against  the  hypotheca- 
tion of  valuable  merchandise  shipped  in  the  legitimate  course 
of  trade,  and  the  hypothecation  of  stock  exchange  securities  as 
a  basis  for  advances.  Moreover,  the  securing  of  advances  of 
cash  against  shipping  documents  is  the  established  and  well 
nigh  universal  practice  in  international  trade  the  world  over. 
It  is  followed  not  alone  by  American  exporters  but  to  an  even 
greater  extent  by  European  exporters  as  well  as  by  the  Japanese 
and  Chinese  and  every  other  nationality  which  ships  its  products 
to  the  outside  world.  Few  if  any  manufacturers  or  exporters 
in  any  country  have  capital  enough  of  their  own  to  carry  on  an 
extensive  or  general  foreign  trade  unless  their  shipments  are 
financed  by  bankers,  who  indeed,  as  we  have  noted,  are  primarily 
established  for  the  express  purpose  of  performing  this  very  kind 
of  finance. 

These  bankers  will,  on  intimate  acquaintance,  at  least  in  times 
of  normal  finance,  be  found  amenable  to  aimi)st  any  kind  of 
legitimate  argument  and  some  of  them  are  always  to  be  dis- 
covered who  will  assist  shippers  in  the  most  generous  fashion. 
For  instance,  when  an  exporter  has  had  occasion  to  load  a 
steamer  with  a  quantity  of  goods  for  which  his  ready  funds 
did  not  permit  him  to  put  up  the  necessary  prompt  cash,  ar- 
rangements have  been  made  with  New  York  bankers  for  advanc- 
ing the  necessary  funds  day  by  day  as  the  ship  is  loaded,  against 
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dock  receipts  for  the  quantities  of  cargo  that  have  been  put 
aboard  the  previous  day. 

Let  no  one  fancy,  however,  that  quite  a  new  acquaintance  can 
go  to  a  banker  and  pledge  him  in  advance  to  any  general  pro- 
cedure in  future  or  in  regard  to  indefinite  business,  can  expect  a 
banker  as  a  rule  to  give  a  definite  reply  to  a  purely  hypothetical 
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banker  is  satisfied  as  to  his  standing,  secure  from  the  latter  the 
cash  which  he  requires. 

Another  consideration  to  be  borne  in  mind  in  attempting  this 
sort  of  business  through  local  bankers  is  the  extra  expense 
sometimes  involved  through  unnecessary  bank  commissions. 
Thus,  if  a  local  bank  in  Buffalo,  N.  T.,  has  not  its  own  foreign 
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difficult  nor  expensive  for  them.  In  fact,  in  any  community 
boasting  numerous  manufacturers  carrying  on  a  large  foreign 
trade  in  the  aggregate  such  local  foreign  exchange  banking  ar- 
rangements can  almost  certainly  be  made  profitable  to  the  local 
bankers. 

Who  Can  Sell  Drafts  and  How?— The  first  thing  that  a  for- 
eign exchange  banker  looks  at,  when  offered  drafts  accompanied 
by  shipping  documents,  is  the  foreign  country  on  which  the 
drafts  are  drawn,  the  second  is  the  signature  attached  to  these 
drafts  and  the  rating  accorded  such  signature  in  the  books  of 
the  principal  American  commercial  agencies.  Next,  the  banker 
is  interested  in  the  character  of  the  merchandise  that  is  being 
shipped. 

The  market  on  which  a  foreign  draft  is  drawn  affects  a 
banker's  disposition  to  advance  cash  against  a  tendered  draft 
either  because  he  may  or  may  not  have  very  close  or  intimate 
•relations  with  the  market  in  question,  or  because  he,  having  a 
large  business  there,  may  or  may  not  be  anxious  for  more  bills 
on  that  market  at  just  the  moment  a  given*  draft  is  presented. 
He  may  be  *'full  up"  of  bills  on  London,  for  example,  on  a 
certain  day  or  week.  His  balance  with  his  London  bankers  may 
be  large  or  small  and  the  state  of  his  relations  with  that  market 
will  influence  to  some  extent  his  disposition  toward  new  drafts 
on  it  which  are  offered  him.  Large  bankers,  however,  are 
seldom  influenced  by  such  considerations  as  affecting  the  prin- 
cipal commercial  markets  of  the  world.  However,  bankers  do- 
ing a  large  business  with  European  countries  may  not  be  espe- 
cially desirous  for  bills  on  Mexico  or  on  Chile,  while  other 
bankers  may  make  a  specialty  of  the  latter  markets. 

Foreign  exchange  bankers  look  for  their  security  primarily  to 
the  responsibility  resting  in  the  makers  of  foreign  drafts  which 
they  negotiate.  In  case  they  advance  money  against  these  docu- 
mentary drafts  and  the  consignees  of  the  goods  refuse  to  meet 
the  drafts  then  recourse  is  had  on  the  maker  of  the  draft  who  is 
expected  to  refund  the  amounts  which  have  been  advanced,  to- 
gether with  charges  which  may  have  accrued.  In  general  ship- 
ments of  ordinary  merchandise,  the  foreign  concern  against 
whom  a  draft  is  drawn  is  seldom  known  even  by  name  to  the 
American  banker  who  negotiates  these  drafts.    The  American 
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manufacturer  or  exporter  is,  however,  known  to  the  banker,  at 
least  through  the  readily  available  printed  rating  accorded  him 
in  the  commercial  agency  books.  A  manufacturer  quite  un- 
known to  any  New  York  foreign  exchange  banker  but  who  is 
well  rated  in  these  books  will,  therefore,  usually  find  it  possible 
without  other  introduction  to  persuade  some  of  these  bankers  to 
negotiate  bills  of  exchange  in  which  they  may  be  interested. 

It  is  true  that  a  few  bankers  discourage  the  practice  of  in- 
land manufacturers  attempting  to  do  direct  business  with  them, 
naturally  preferring  that  such  manufacturers  put  their  papers 
through  local  bankers.  The  additional  security  and  sometimes 
profit  of  the  foreign  exchange  banker  have  already  been  noted. 
None  the  less,  even  an  inland  manufacturer  who  enjoys  a  good 
commercial  rating  and  who  has  a  fairly  large  volume  of  foreign 
drafts  to  sell  in  the  course  of  a  year,  will  find  it  possible  to 
institute  direct  mail  relations  with  some  foreign  exchange 
bankers  in  New  York.  The  problem  is  simplified  immensely  if 
such  a  manufacturer  has  a  capable  agent  in  New  York  who  will 
make  himself  personally  known  in  foreign  exchange  circles  and 
undertake  personally  to  negotiate  the  drafts  as  they  are  availble. 

As  a  matter  of  fact,  even  the  small  man  of  no  great  resources 
and  possibly  no  commercial  rating  has  found  it  possible  in 
normal  times  to  find  foreign  exchange  bankers  in  New  York  not 
only  to  assist  him  in  financing  his  export  business  but  willing  to 
devise  ingenious  ways  for  him  to  finance  operations  otherwise 
impossible  to  him.  This,  of  course,  presupposes  an  exception- 
ally intimate  acquaintance  on  the  part  of  the  banker  with  the 
character  of  the  shipper  and  of  his  business,  and  a  knowledge  of 
his  customers  abroad  with  whom  important  transactions  are  pro- 
posed, with  perfect  assurance  of  the  safe  and  legitimate  char- 
acter of  such  business.  When  all  these  matters  are  frankly  ex- 
plained to  and  fully  understood  by  bankers  it  will  often  be  found 
possible  to  arrange  exceedingly  .favorable  terms  of  financing. 

Saleability  of  Drafts.— The  saleability  of  a  foreign  draft,  and 
the  rate  which  bankers  are  willing  to  give  for  it,  vary  not  only 
with  the  standing  of  the  maker  of  such  a  draft  and  according 
to  conditions  in  the  foreign  exchange  market,  but  depend  to  some 
extent  on  the  character  of  the  merchandise  against  which  the 
biU  is  drawn.    Undoubtedly  drafts  drawn  by  houses  which  are 
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not  well  known  among  foreign  exchange  bankers,  or  which  are 
not  of  the  highest  commercial  standing,  fail  to  command  as  good 
rates  of  exchange  as  those  prime  bills  bearing  the  signature  of 
firms  widely  and  favorably  known.  Bills  drawn  against  staple 
articles  for  which  there  is  always  a  market  everywhere,  for 
which  market  quotations  are  regularly  published — cotton  and 
grain,  for  example — are,  of  course,  always  more  in  demand  than 
bills  drawn  against  specialties  upon  which  it  would  be  difficult 
for  a  banker  to  realize  in  the  case  of  non-payment  of  the  drafts 
which  he  has  '' bought. ''  Obviously,  a  shipment  of  lanterns  to  a 
certain  foreign  importer  might  not,  if  refused  by  him,  command 
anything  like. invoice  value  when,  because  of  such  refusal,  sub- 
jected to  forced  sale.  Machinery,  too,  is  in  the  nature  of  a 
specialty.  Hence,  drafts  covering  such  shipments  usually  com- 
mand a  little  lower  price  than  do  grain  bills  or  cotton  bills. 

Advances  Against  Drafts. — In  the  United  States  ordinary 
shippers  expect  to^  obtain  cash  in  full  for  the  drafts  which  they 
sell  to  bankers.  Large  exporters,  particularly  the  professional 
export  commission  houses,  and  very  especially  those  houses  doing 
business  with  certain  parts  of  Latin  America,  do  not  always 
succeed  in  securing  full  cash  but  may  have  to  accept  from 
bankers  from  75  per  cent,  to  90  per  cent,  of  the  face  value  of 
their  bills.  This  is  the  custom  also  in  England  and  in  Europe 
generally.  Perhaps  95  per  cent,  is  the  maximum  which  British 
bankers  usually  advance,  while  in  Germany  the  average  advance 
is  said  to  have  been  in  the  past  from  65  per  cent,  to  70  per  cent, 
with  90  per  cent,  as  a  maximum.  The  ordinary  exporter,  how- 
ever, has  comparatively  little  difficulty  in  financing  his  regular 
shipments  in  full.  The  usual  procedure  follows  steps  similar 
to  these : 

Process  of  Negotiating  Foreign  Drafts.— When  a  shipment  is 
ready  to  go  forward  and  the  invoice  value  has  been  computed, 
inquiry  is  made  of  foreign  exchange  bankers,  who  it  is  thought 
may  be  interested  in  negotiating  the  transaction,  as  to  terms 
which  they  will  offer  for  a  draft  amounting  approximately  tp  a 
given  sum,  drawn  on  certain  terms,  with  full  particulars  of  the 
nature  of  the  goods,  name  of  consignees,  etc.  Usually  several 
bankers  are  approached,  because  one  of  them  may  not  care  for 
the  draft  in  question,  or  one  may  be  willing  to  give  a  little  better 
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price  for  it  than  another.  Usually,  it  is  necessary  to  know  in 
advance  of  the  actual  writing  of  the  draft  what  rate  will  be  paid 
by  bankers  willing  to  negotiate  it.  This  may  be  because  the 
amount  of  the  draft  is  to  be  written  in  sterling  or  some  other 
foreign  money  and  the  rate  of  exchange  offered  by  bankers  must 
be  known  in  order  to  make  the  conversion  of  the  total  amount  of 
dollars  into  such  a  sum  in  the  foreign  currency  as  will  return 
the  exact  invoice  amount  in  American  currency.  Or,  it  may  be 
because,  if  the  draft  is  drawn  in  dollars,  the  charges  for  bank 
interest,  commission,  etc.,  must  be  added  to  the  invoice  totals. 

The  process  of  obtaining  offers  on  a  given  draft  is  usually 
carried  out  in  New  York  by  personal  interviews  with  interested 
bankers.  An  inland  house  may,  however,  take  it  up  by  corre-- 
spondence  with  New  York  foreign  exchange  houses,  describing 
the  nature  of  the  transaction  in  an  initial  letter,  receiving 
telegraphic  reply  as  to  rate  which  will  be  offered,  which  must  be 
promptly  accepted  by  telegram  and  drafts  and  documents 
despatched  by  immediately  succeeding  mail. 

The  understanding  between  buyer  and  seller  of  drafts  always 
is  that  the  seller  shall  be  held  responsible  for  refund  of  advances 
made  by  buyers  in  case  drawees  fail  to  honor  terms  of  drafts 
which  have  been  negotiated.  A  few  foreign  exchange  bankers 
still  require  firms  from  whom  they  buy  drafts  to  execute  a  form 
of  agreement  to  this  effect.^  The  principle,  however,  is  so  well 
established  and  so  generally  understood  and  accepted  that 
specific  agreements  are  not  required  in  each  and  every  instance, 
or  even  in  a  general  way  from  regular  shippers  who  are  con- 
stantly doing  business  with  bankers.  In  any  case,  this  responsi- 
bility remains  and  is  recognized. 

"When  a  banker's  offers  have  been  secured  and  found  satis- 
factory, all  the  documents  covering  the  proposed  transaction  are 
placed  in  the  banker's  hands  and  the  latter  immediately  de- 
livers a  check  covering  the  required  amount.  Such  a  check  is, 
of  course,  placed  in  the  hands  of  parties  located  in  New  York. 
In  the  case  of  out  of  town  concerns  it  may  be  remitted  direct  to 
them  by  mail,  or  may  be  deposited  to  their  account  in  their  New 
York  banks,  or  may  be  carried  to  their  credit  on  the  books  of  the 
bankers  negotiating  the  drafts  in  case  the  out  of  town  concerns 

1  See  Form  29. 
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desire  to  open  such  ax^counts,  or,  as  is  not  always  the  case,  foreign 
exchange  bankers  carry  such  accounts.  These  are  features  of 
the  business  arranged  according  to  circumstances  of  individual 
transactions. 

The  Documents  Necessary. — In  doing  business  with  foreign 
exchange  bankers  it  is  essential  to  have  a  complete  set  of  all 
necessary  documents  and  to  have  all  in  perfect  order,  because 
if  there  appears  to  be  any  discrepancy  between  evidences  of  ship- 
ment and  details  of  buyers'  orders  the  latter  may  refuse  to  accept 
drafts  drawn  on  them.  The  documents  necessary  are  the  follow- 
ing: Draft  in  duplicate,  drawn  '*to  ourselves,"  endorsed  either 
in  blank  or  specifically  to  the  banker  with  whom  the  transaction 
is  to  be  negotiated,^  preferably  in  blank;  evidence  of  shipment 
in  the  shape  of  a  ''full  set,"  that  is,  all  the  negotiable  copies  of 
the  bills  of  lading  signed  by  representatives  of  the  ship  owners 
drawn  *'to  order"  and  endorsed  usually  in  blank;  at  least  two 
copies  of  invoice  and  (if  necessary)  statement  of  all  additional 
items  going  to  make  up  the  total  sum  for  which  draft  is  drawn ; 
certificates  of  marine  insurance  in  duplicate,  perhaps  also  of  war 
risk,  endorsed  in  blank;  special  requirements  of  certain  trades, 
such  as  certificates  of  analysis,  weight,  inspection,  etc. — one  copy 
of  such  certificates  may  only  be  necessary  although  it  is  better 
to  have  them  in  duplicate  if  possible;  consular  invoices  or  cer- 
tificates of  origin,  when  goods  are  destined  to  countries  requiring 
such  documents.    Types  of  these  documents  are  illustrated. 

It  may  be  noted  that  courts  of  the  United  States  as  of  other 
countries  have  held  that  the  mere  attachment  of  bills  of  lading 
to  a  draft  does  not  make  the  former  a  part  of  the  latter.  The 
one  who  accepts  such  a  draft  is  assumed  to  do  so  on  the  faith  of 
the  draft  itself.  None  the  less,  bills  of  lading  if  fraudulent  do 
of  course  render  those  responsible  open  to  criminal  prosecution. 
Bankers,  therefore,  naturally  assume  that  the  title  to  property 
represented  by  an  endorsed  bill  of  lading  is  legitimate  and  has 
honestly  been  acquired.  The  security  conveyed  to  bankers  by 
proper  endorsement  of  the  several  documents  in  a  transaction 
is  an  important  element  affecting  rates  and  risks,  even  possibili- 
ties of  negotiating  such  transactions. 

Instructions  to  Bankers. — ^When  foreign  drafts  are  handed  to 
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American  banking  houses  to  be  taken  care  of ,  certain  instruc-* 
tions  must  accompany  them.^  It  is  customary  to  give  these  in- 
structions in  separate  memoranda  pinned  to  the  drafts,  or  in  a 
perforated,  detachable  stub,  instead  of  including  them  on  the 
face  of  the  document.  The  most  usual  and  necessary  instruc- 
tions include :  As  to  delivery  of  bills  of  lading.  If  a  draft  is 
drawn  at  sight  then,  of  course,  the  accompanying  bills  of  lading 
are  only  handed  to  consignee  when  the  draft  has  been  paid.  If, 
however,  the  draft  is  drawn  at  a  given  period  after  sight  (or 
after  date)  then  the  presenting  bankers  may  be  instructed  to 
hand  over  the  bills  of  lading  to  consignee  either  (1)  only  against 
pajonent,  or  (2)  when  the  consignee  ** accepts"  the  draft.  The 
former  course  is  referred  to  as  ** documents  for  payment''  (ab- 
breviated "D.P.").  The  latter  is  called  ''documents  for  ac- 
ceptance'' C'D.A."). 

Instructions  should  also  be  given  to  bankers  as  to  whether 
or  not  a  draft  is  to  be  locally  protested  if  unpaid,  if  acceptance 
is  refused,  or,  if  acceptance  is  dishonored.  The  rule  should  be  to 
instruct  such  protest  in  every  instance.  Non-protested  accept- 
ances have  little  legal  value  in  many  countries. 

'*In  case  of  need"  instructions  are  sometimes  written  imme- 
diately on  the  face  of  a  draft,*  for  example,  at  top  or  at  bottom, 
usually  abbreviated  to  **In  case  of  need  with  Messrs,  So-and-So/' 
Many  shippers,  however,  believe  it  preferable  to  give  these  in- 
structions, with  others,  in  separate  form  accompanying  the  draft, 
rather  than  written  on  its  face.'  When  this  is  done  such  sepa- 
rate instructions  may  read:  ''In  case  of  need  and  before  in- 
curring notarial  or  other  expenses,  including  cabling  dishonor, 

refer  to ."    What  the  "in  case  of  need"  reference  implies 

has  been  explained  in  our  discussion  of  the  functions  of  foreign 
agents. 

Another  matter  about  which  bankers  holding  foreign  drafts 
may  require  instructions  is  as  to  possible  rates  of  discount  for 
cash  or  for  allowance  of  interest  in  anticipated  payments  which 
they  may  be  authorized  to  accept.  In  the  Far  Bast,  and  some- 
times in  other  parts  of  the  world,  owing  to  special  conditions 

1  See  Form  36. 

2  See  Form  37. 
s  See  Form  36. 
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that  may  be  ruling,  importers  often  prefer  to  take  advantage  of 
favorable  opportunities  for  settling  a  draft  in  advance  of  its  due 
date.  In  such  cases  the  rate  to  be  allowed  for  anticipated  pay- 
ments is  usually  agreed  upon  in  advance  between  shipper  and 
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may  amount  to  may  be  illustrated  in  taking  the  usual  form  of 
draft  on  so  important  a  South  American  market  as  Buenos 
Aires.    Drafts  on  that  city  are  usually  drawn  at  ninety  days' 
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«  See  Form  37.    Some  banks  prefer  the  clause  to  read  for  South  Africa: 
"At  Exchange  as  per  Endorsement." 
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may  amount  to  may  be  illustrated  in  taking  the  usual  form  of 
draft  on  so  important  a  South  American  market  as  Buenos 
Aires.  Drafts  on  that  city  are  usually  drawn  at  ninety  days' 
sight.  If  drawn  in  dollars  and  remittance  be  made  direct  to 
New  York,  bankers  must  calculate  interest  for  the  ninety-day 
term  of  the  draft  plus  thirty  days'  mail  time  New  York  to 
Buenos  Aires  and  thirty  days'  return  time,  or  five  months  in  all. 

Interest  charges,  or,  when  amounts  in  dollars  are  converted 
into  foreign  currencies,  rates  of  exchange  which  we  may  regard 
as  practically  the  same  as  interest  charges,  are  usually  figured 
by  bankers  and  quoted  by  them  to  shippers  on  application. 
The  advantage  often  found  in  drawing  in  foreign  currencies, 
making  conversion  at  rates  named  by  bankers,  is  that  interest 
like  other  bank  charges  is  covered  up  in  the  rate  of  exchange 
that  is  named.^  Otherwise,  if  bills  are  drawn  in  American  dol- 
lars, to  realize  the  face  value  of  the  invoice  without  deduction, 
it  is  necessary  to  add  and  specify  the  bank  rate  of  interest  or 
discount  and  its  charges.  This  sometimes,  especially  with  small 
and  inexperienced  importers  abroad,  creates  suspicion  and 
opposition,  although  a  recognized  and  established  custom. 

But  it  is  clear  that  if  a  manufacturer's  invoice  amounts  to 
$1,000  he  cannot  draw  simply  for  $1,000  and  avoid  suffering  the 
loss  of  interest  and  collection  charges.  He  must  draw  for  such 
an  amount  as  will  cover  both  the  face  of  the  invoice  and  these 
charges.  Some  one  must  pay  for  them,  and  unless  their  sum  be 
included  in  the  amount  for  which  the  draft  is  made  there  is  no 
way  of  collecting  them  from  consignees. 

Modifying  Clauses. — ^A  variety  of  clauses  may  be  included  in 
the  text  of  foreign  bills  of  exchange  as  required  by  custom  or 
local  conditions  in  countries  where  payable.  The  most  usual  of 
these  clauses  are  the  following:  That  known  as  the  Colonial 
clause,  included  in  drafts  drawn  on  South  African  and  Australa- 
sian points.*    This  reads,  ''Payable  with  exchange  (English  and 

1  A  concrete  example  may  make  this  clearer.  If  the  demand  rate  on 
London  in  normal  times  is  4.86,  a  bill  at  60  days'  sight  would  seem  to  be 
worth  a  trifle  less  than  4.82,  figuring  interest  for  60  days  at  6  per  cent, 
per  annum.  Bankers  would  probably  quote  4.81%,  the  margin  covering 
English  bill-stamp,  postage  and  commission.  Interest  may  run  from  3  to 
6  per  cent.,  according  to  market  and  various  conditions. 

s  See  Form  37.  Some  banks  prefer  the  clause  to  read  for  South  Africa: 
''At  Exchange  as  per  Endorsement." 
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Colonial  stamps  added)  at  the  current  rate  in  London  for  nego- 
tiating bills  on  the  Colonies."  This  clause  makes  such  drafts 
subject  to  the  ruling  rates  of  exchange  as  between  New  York 
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proceeds  in  (New  York)."  This  is  sometimes  employed  in 
drafts  on  the  Far  East,  the  British  West  Indies  and  other  mar- 
kets where  it  is  impossible  to  calculate  the  exact  term  for  which 
interest  ought  to  be  figured.*  There  is  an  element  of  great  un- 
certainty about  it,  and  a  great  many  foreign  houses  object  to 
this  practice,  in  fact,  object  to  paying  more  than  charges  specif- 
ically named  by  invoices.  The  clause  in  question,  therefore, 
should  not  be  included  except  by  previous  agreement  with  the 
customers. 

It  should  be  noted  that  what  has  above  been  called  the  Colonial 
clause,  used  in  transactions  with  South  African  and  Australa- 
sian houses,  should  not  be  extended  to  other  markets.  In  some 
countries,  for  example,  in  the  Argentine  Republic,  it  is  under- 
stood that  it  is  illegal  to  require  payment  of  a  draft  in  larger 
amount  than  the  sum  indicated  on  its  face. 

For  the  sake  of  definiteness  as  identifying  a  foreign  draft  with 
a  given  transaction,  it  is  often  desirable  to  modify  the  customary 
phrase  ** value  received''  by  making  it  read  ** Value  received  in 

goods  per  S.  S. ,"  or  it  may  be  made  still  more  specific  by 

indicating,  for  example,  **500  bales  of  cotton  ex  S.  S. ."  * 

Exchange  Payable  by  Drawee. — Reference  to  the  customary 
terms  of  payment  by  drawees  in  case  of  South  American  drafts 
prompts  an  explanation  of  what  is  expected  of  drawees  when 
drafts  are  drawn  against  them  payable  in  some  other  currency 
than  their  own.  A  drawee  in  Brazil  or  in  Russia,  for  example, 
cannot  always,  of  course,  tender  to  the  presenting  bank  the 
amount  of  his  indebtedness,  as  represented  by  the  draft,  in 
American  gold  dollars  or  in  British  pounds  sterling.  He  has  to 
pay  in  his  own  currency  such  an  amount  as  the  banker  will  ac- 
cept as  the  equivalent  of  the  amount  named  in  dollars  or  pounds. 
Unless  specifically  indicated  by  such  expressions  as  those  above 
noted  as  customary  in  South  American  bills,  the  rates  at  which 
drawees  must  pay  are  usually  dictated  by  the  presenting  bankers, 
based  on  locally  ruling  rates  of  such  foreign  exchange.  This  has 
hitherto  been  one  advantage  in  drawing  in  sterling — ^the  most 

iSee  Form  38. 

«  Because  of  frauds  brought  to  light  in  connection  with  certain  fictitious 
cotton  bills  of  lading,  some  New  York  bankers  object  to  notation  on  drafts 
above  indicated. 
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common,  stable  and  economical  exchange.  A  rate  of  exchange 
may,  however,  sometimes  be  indicated  in  the  draft  itself,  always 
by  prearrangement  with  drawee.  The  privilege  of  paying  in 
the  currency  in  which  the  draft  is  drawn  is  sometimes  granted, 
i.e.  of  paying  by  approved  counter  draft  in  such  currency. 

When  a  fixed  rate  of  exchange  is  indicated  in  the  draft  bank- 
ers themselves  are  relieved  from  any  uncertainty,  and  the  cus- 
tomer knows  that  on  the  due  date  of  the  bill  in  question  he  will 
be  required  to  pay  in  gold  (not  paper,  or,  if  in  paper,  at  an  en- 
hanced rate  to  cover  the  difference  between  gold  and  paper 
money)  the  cost  of  the  bill  at  the  rate  of  exchange  indicated. 

Foreign  Exchange  Brokers.— There  exists  in  New  York  quite 
an  important  body  of  men  engaged  in  the  foreign  exchange  busi- 
ness who  are  not  bankers,  who  do  not  carry  any  accounts  with 
foreign  bankers,  but  who  are  merely  ** brokers"  in  foreign  ex- 
change, buying  and  selling  foreign  drafts  from  and  to  bankers 
for  account  of  commercial  houses,  as  a  stock  broker  buys  and 
sells  shares  of  stock. 

Included  in  this  class  there  are  a  number  of  firms  having  very 
considerable  capital,  who  buy  and  carry  bills  for  their  own  ac- 
count when  they  think  that  the  market  is  favorable  for  such  op- 
erations, but  by  far  the  great  majority  of  these  houses  are  small 
and  do  business  merely  on  a  straight  brokerage  basis. 

Neither  dealer  nor  broker  is  of  particular  interest  to  the  small 
or  occasional  exporter.  Both  may  be  of  great  importance  to 
large  and  regular  exporters.  Probably  eve^y  export  commission 
house  in  New  York  of  any  importance  at  all  sells  its  foreign 
drafts  through  some  broker  who  is  employed  for  that  purpose 
and  who  is  paid  a  small  fraction  of  1  per  cent,  commission 
by  the  sellers.  An  important  part  of  their  work,  too,  is  acting 
as  intermediaries  between  bankers  in  buying  and  selling  bills  as 
required  for  their  foreign  balances.  A  large  exporter  making 
shipments  every  week  or  several  times  a  week  usually  collects 
his  foreign  bills  of  exchange  on  days  prior  to  foreign  mail  days 
and  gives  a  memorandum  of  what  he  has  to  offer,  say  on  Tues- 
days and  Fridays,  to  his  broker  who  takes  this  memorandum  into 
"the  street,"  proceeds  from  banking  house  to  banking  house  ex- 
plaining what  his  principals  have  to  sell  and  securing  the  best 
available  bids. 
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How  Exchange  Brokers  Work.— The  broker's  principals,  the 
exporters,  may  on  a  given  day  have,  for  example,  a  draft  on 
Australia  for  $5,000,  a  draft  on  London  for  $2,000,  a  draft  on 
Italy  for  $10,000,  a  draft  on  Egypt  for  $500,  a  draft  on  Buenos 
Aires  for  $1,000,  etc.  The  broker  will  probably  find  a  number 
of  foreign  exchange  bankers  willing  to  make  good  offers  for  the 
London  and  Australian  bills,  but  those  bankers  may  not  offer  as 
good  prices  for  the  Italian  or  Buenos  Aires  bills  as  will  some 
other  bankers  who  do  not  care  for  those  first  named,  while  a 
good  deal  of  difSculty  may  be  found  in  finding  the  banker  who  is 
willing  to  accept  on  satisfactory  terms  the  $500  bill  on  Egypt 
The  broker,  in  due  course,  reports  back  to  the  exporter  the  sev- 
eral offers  which  he  has  obtained,  the  drafts  are  made  out  in  ac- 
cordance with  the  rates  offered,  and  are  then  taken  to  the  bank- 
ers whose  offers  have  been  accepted  together  with  all  the  neces- 
sary documents — of  course,  all  in  ample  time  to  catch  the  out- 
going mails. 

Foreign  exchange  brokers  who  are  thus  found  of  great  advaii- 
tage  by  large  exporters  may  sometimes  arrange  to  take  care  of 
the  occasional  drafts  of  smaller  or  of  inland  shippers.  They 
negotiate  sales,  rates,  etc.  The  documents  should,  as  a  rule,  be 
passed  directly  to  the  bankers  to  whom  sales  have  been  made. 
Brokers  do  not  usually  handle  the  actual  drafts,  bills  of  lading, 
and  other  papers. 

It  is  these  brokers,  or  the  larger  operators  among  them,  that  is 
those  who  handle  the  big  financial  bills,  who  virtually  **make 
the  market'*  in  foreign  exchange  day  by  day.  Beginning  with 
the  opening  of  business  in  the  morning  they  consult  with  the 
larger  bankers,  learn  what  they  have  to  offer  on  that  day  and  at 
what  rates  they  are  disposed  to  buy  and  sell.  These  brokers' 
reports,  voluntary,  or  in  reply  to  enquiries,  indicate  the  fluctua- 
tions in  the  various  foreign  exchanges  from  hour  to  hour. 
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OSEDITS,  A00EPTAN0E8  AND  00LLE0TI0N8 

Credit  to  Foreign  Customers  May  he  Extended  on  Drafts  WlUle 
Shippers  Secure  Cash — How  Drafts  Are  ^'Accepted"  by  Cus- 
tomers— Advantage  and  Security  of  Acceptances — Principles 
and  Rates  of  Foreign  Exchange — FadUties  of  Discount  Mar- 
kets— Ways  of  Collecting  Past  Due  Foreign  Accounts. 

WHAT  happens  when  goods  and  drafts  reach  point  of 
destination  and  both  are  in  the  custody  of  bankers  f 
The  latter 's  first  care  is,  of  course,  to  scrutinize  the 
documents  he  has  received.  Probably  but  one  set  of  these  docu- 
ments arrives  at  first,  for  the  transmitting  bankers  will  have  for- 
warded a  single  bill  of  lading  attached  to  ''First  of  Exchange" 
and  a  duplicate  bill  of  lading  will  follow  by  later  mail  attached 
to  ** Second  of  Exchange."  It  is  customary,  however,  for  bank- 
ers in  transmitting  documents  abroad  to  certify  that  they  have 
received  a  full  set  of  documents  and  have  attached  same  to  vari- 
ous copies  of  the  drafts.  Such  a  certificate  may  read  something 
like  this:  ''AH  negotiable  copies  of  the  bill  of  lading  relating 
to  this  bill  have  been  received  and  will  be  forwarded  by  follow- 
ing mails." 

BANKERS'  RELATIONS  WITH  CONSIGNEES 

When  satisfied  that  it  has  received  or  will  receive  all  necessary 
documents  in  connection  with  a  given  shipment  the  local  banker 
abroad  presents  drafts  to  drawees.  A  draft  drawn  at  sight  is 
nominally  payable  on  presentation,  but  (as  we  have  noted)  there 
are  comparatively  few  of  the  world 's  markets  where  this  rule  is 
strictly  followed.  Probably  in  most  countries,  outside  of  the 
United  States  and  Europe,  even  a  draft  nominally  payable  at 
sight  is  held  by  bankers  until  the  arrival  of  goods.  The  facility 
of  examining  goods  before  pa3ring  or  promising  to  pay  19  often 
claimed  by  importers. 

496 
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Ezamination  of  Goods  Before  Payment.— theoretically,  ev- 
ery buyer  has  a  right  to  examine  goods  before  paying  for  them. 
No  buyer  can  be  compelled  to  accept  and  pay  for  goods  he  has 
never  seen.  It  is  expected  that  such  an  examination  will  be 
made  in  a  convenient  way  that  will  not  interfere  with  the  car- 
rier's business  or  with  that  of  others  in  whose  possession  the 
goods  may  be.  The  buyer  cannot  be  expected  to  know  what  sort 
of  goods  have  arrived  or  whether  they  are  the  same  goods  that 
have  been  invoiced  to  him  without  such  right  of  inspection. 

It  is  not  necessary,  although  allowable,  to  give  instructions  to 
bankers  or  carriers  to  permit  inspection  of  this  sort,  as  is  some- 
times requested  by  foreign  clients  who  probably  in  such  cases 
are  not  very  familiar  with  technicalities  of  importing  from 
abroad.  However,  in  practice  such  right  of  inspection  is  seldom 
or  never  taken  advantage  of,  because  confidence  is  reposed  in  the 
character  and  reputation  of  the  shipper,  and  it  is  assumed  that 
if  errors  have  been  made  they  will  be  cheerfully  and  promptly 
rectified  by  the  shippers,  or  if  goods  have  been  pilfered  or  have 
suffered  damage  in  transit,  losses  so  involved  will  be  recovered 
in  due  course  from  the  insurance  companies  or  the  carriers, 
wherever  the  liability  may  attach.  Reclamations  of  this  sort  are 
recognized  as  inseparable  from  the  importing  business. 

''Documents  for  Acceptance." — Drafts  drawn  at  certain 
periods  of  time  after  sight  or  after  date  are  usually  subject  to 
instructions  to  bankers  to  deliver  documents  against  acceptance 
(D.A.).  Even  such  bills,  however,  may  be  drawn  subject  to  de- 
livery of  documents  only  against  payment  (D.P.).  Drawing  in 
the  latter  fashion  (D.P.)  is  intended  to  give  ample  leeway  of 
time  for  the  arrival  of  slower  freight  vessels  and  necessitate  pay- 
ment by  consignee  only  at  about  the  time  goods  will  reach  him. 
From  what  has  just  above  been  remarked  it  is  evident  that  in 
but  few  of  the  world's  markets  is  it  necessary  to  take  this  pre- 
caution because  of  the  established  custom  of  bankers  in  holding 
sight  bills  for  the  actual  arrival  of  the  goods.  Drafts  at  a  stated 
length  of  time,  usually  after  sight,  ** documents  for  payment," 
do  not  permit  the  turning  over  to  the  customer  of  the  bill  of 
lading  until  actual  payment  has  been  made. 

Drafts  forwarded  with  instructions  **  documents  for  accept- 
ance" give  actual  possession  of  the  goods  as  soon  as  drawee  has 
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"accepted"  the  bill.  If  the  consignee  settles  his  indebtedness 
to  the  satisfaction  of  the  presenting  bank  in  cash  or  by  accept- 
ance, in  accord  with  instructions  received  from  the  drawers  of 
such  drafts,  then  he  becomes  the  immediate  possessor  of  the  mer- 
chandise involved  through  receipt  of  the  bills  of  lading. 

The  consignee  may,  however,  arrange  credit  terms  with  the 
local  presenting  bank.  For  example,  he  may  arrange  with  the 
bank  to  put  the  goods  into  a  storage  warehouse  as  the  banker's 
property  and  withdraw  portions  of  the  shipment  as  he  may  sell 
them  or  otherwise  be  able  to  pay  for  them,  such  payments  in  in- 
stalments being  credited  against  his  total  indebtedness  for  the 
consignment  in  question.  This  is  frequently  done  in  the  Far 
East  where  all  bankers  maintain  what  they  call  ** go-downs'* 
where  goods  are  warehoused  and  deliveries  of  goods  to  customers 
made  as  occasion  warrants.  This  is  a  practice,  too,  which  pre- 
vails generally,  in  New  York  as  elsewhere,  in  the  case  of  impor- 
tations under  letters  of  credit  issued  by  bankers  at  the  solicita- 
tion of  importers.  Such  letters  of  credit  are  not  often  paid  for 
in  cash,  but  are  issued  by  bankers  on  their  faith  in  the  solvency 
of  the  importer,  plus  the  security  the  banks  will  have  in  the 
possession  of  the  bills  of  lading. 

When  an  importation  is  made  under  such  letter  of  credit  the 
documents  may  be  turned  over  to  the  importer,  who  has  not  paid 
a  cent  thus  far  on  account,  upon  his  signature  to  a  ''trust  re- 
ceipt." However,  usually  the  banker  will  himself  take  charge 
of  the  merchandise,  put  it  in  storage  and  parcel  it  out  as  it  is 
actually  sold  and  paid  for  by  the  importer.  These  are  matters 
of  individual  arrangement  between  bankers  abroad  and  their 
local  customers  and  must  evidently  be  influenced  by  the  credit 
standing  of  the  importer  and  the  relations  maintained  between 
him  and  his  bankers.  These  considerations  in  no  wise  aflfect 
the  American  shipper.    His  credit  problem  is  of  another  nature. 

HOW  OBEDIT  IS  EXTENDED  ON  DRAFTS 

''How  to  have  one's  cake  and  eat  it,  too,"  is  usually  a  prob- 
lem of  some  complexity.  In  international  trading  it  is  solved 
to  some  extent  through  the  long  established  practice  of  bankers 
in  buying,  i.e.,  of  advancing  cash  against  documentary  drafts. 
The  shipper's  responsibility  usually  remains,  it  is  true,  but  tho 
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interesting  fact  stands  out  that  if  the  shipper  is  financially 
sound,  or  at  least  well  reported  by  the  agencies,  he  can  get  cash 
in  full  or  nearly  in  full  for  such  of  his  products  as  he  exports, 
while  his  foreign  customers  may  not  have  to  pay  for  his  goods 
for  some  time  after  they  have  been  received. 

Bankers  enter  the  foreign  exchange  business  for  the  express 
purpose  of  dealing  in  commercial  and  other  bills  of  exchange 
with  accompanying  documents.  The  profits  in  that  business  are 
attractive.  Bankers  advance  the  money  which  shippers  wish  to 
realize  quickly.  They  carry  the  shipper's  customers  for  the 
agreed  upon  time.  This  is  the  true  basis  of  credit  in  interna- 
tional business  of  ordinary  character  and  volume.  The  big  in- 
ternational business  in  cotton,  grain,  coal,  lumber,  shipments  of 
scores  of  thousands  of  dollars'  worth  at  a  time,  is  thus  financed 
(and  credit  given  in  normal  times),  while  by  long  odds  the 
greatest  share  in  our  exports  of  miscellaneous  goods  follows  the 
same  course — for  example^  almost  the  whole  business  of  most 
export  commission  houses  in  normal  times. 

This,  however,  is  not  to  be  confounded  with  certain  other 
aspects  of  enterprise  in  foreign  lands.  A  steamship  company 
wishes  to  have  a  vessel  built,  a  railway  company  wants  to  ex- 
tend its  lines  or  add  new  equipment,  a  municipality  is  anxious 
to  electrify  its  tramway  system,  a  local  company  is  ambitious  to 
build  a  big,  new  hydro-electric  plant — these  are  enterprises  dif- 
fering radically  from  ordinary  commerce.  Governments,  Mu- 
nicipalities, Public  Utility  corporations  may  pay  the  suppliers 
of  the  equipment  required  in  bonds  issued  to  finance  the  project, 
or  on  such  other  terms  as  those  suppliers  may  be  induced  to  ac- 
cept. Credit  in  such  cases  is  not  comparable  to  anything  usual 
or  desirable  in  the  way  of  ordinary  business.  It  is  only  in  the 
latter  regard  that  we  are  now  concerned. 

It  is  not  too  much  to  say  that  the  granting  of  more  attractive 
terms  than  cash  before  shipment  of  goods  will  easily  influence 
a  50  per  cent,  increase  in  any  manufacturer's  foreign  business. 

Credit  on  Sight  Drafts.— No  credit  is  extended,  or  is  sup- 
posed to  be  extended,  when  a  sight  draft  is  drawn  against  a  for- 
eign customer.  Shipments  subject  to  such  terms  are  not  deliv- 
ered to  buyers  until  drafts  are  paid  and  a  draft  at  sight  is  ex- 
pected to  be  paid  just  as  soon  after  its  arrival  at  destination  as 
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receiving  bankers  can  present  it  to  drawee.  As  a  matter  of  fact, 
however,  and  as  has  been  already  noted,  even  sight  drafts  are  in 
many  other  countries  frequently  held  awaiting  actual  arrival 
of  steamer  bringing  the  goods.  But  in  any  case  a  sight  draft  is 
in  principle  a  C.O.D.  transaction. 

This  is  true  even  when  in  some  countries  time  allowed  to  cus- 
tomers against  whom  sight  drafts  have  been  drawn  may  extend 
for  months  after  the  arrival  of  goods.  For  example,  when  im- 
porters have  no  need  for  the  shipping  papers  until  the  goods 
have  been  cleared  through  the  custom  house  and  clearance  may 
be  delayed  either  by  officials  or  by  the  importer  himself.  Par- 
ticularly in  South  America,  in  countries  where  customs  duties 
are  paid  in  gold,  if  the  price  of  gold  is  high  the  importer  may 
leave  the  goods  in  the  custom  house  an  indefinite  length  of 
time  awaiting  a  fall  in  the  price  of  gold,  while  bankers  wait 
complaisantly,  either  because  of  competition  or  because  forced 
by  long  established  local  custom.  Still  the  importer  is  not  given 
possession  of  his  goods  until  he  pays  the  draft.  This  holding 
of  sight  drafts  is  a  serious  abuse  in  banking  practice. 

Oredit  on  Time  Drafts.— Time  drafts  are  those  drawn  at  30 
days,  60  days,  90  dajTS,  4  months,  6  months  or  some  other  period 
after  sight,  that  is,  after  the  day  when  such  drafts  have  been 
presented  to  consignees,  or  they  may  be  drawn  after  date  of 
draft.  Credit  in  international  trade  is  in  the  great  majority  of 
instances  based  on  acceptances  of  such  drafts.  The  draft  when 
accepted  becomes  the  equivalent  of  a  promissory  note,  but  it  has 
the  additional  character  of  bearing  on  its  face  evidence  of  cov- 
ering a  legitimate  and  undisputed  business  transaction.  With 
the  delivery  of  the  bills  of  lading  upon  his  acceptance  of  a  time 
draft  the  extension  of  actual  credit  to  the  customer  begins. 

Nature  of  Acceptances. — When  a  bill  is  presented  to  the 
drawee  for  acceptance  if  on  presentation  he  agrees  to  its  condi- 
tions, he  signifies  his  assent  in  writing,  usually  across  the  face 
of  the  bill,  the  word  ** accepted''  and  signing  his  name,  but  when 
a  bill  is  drawn  ''after  sight"  the  date  of  acceptance  must  also 
be  inserted,  for  it  is  this  date  that  gives  life  to  the  bill.^ 

One  important  feature  of  the  acceptance  of  a  draft  by  the 
customer  is  the  fact  that  it  forms  an  acknowledgment  of  indebt- 

1  See  Form  39. 
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edness  which  it^  then  unnecessary  to  prove  item  by  item  in  the 
case  of  litigation.    In  most  cases  acceptances  are  far  simpler  to 
collect  judicially  than  open  accounts. 
^l'''l''l'IKtmmmmmmmmmmmmmmitmim   1  itjnl  thnt  n  full 


deal  of  bother,  if  not  difficulty,  in  getting  a  court  to  recognize 
such  indebtedness  when  it  can  only  be  proved  by  invoices  and 
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receiving  bankers  can  present  it  to  drawee.  As  a  matter  of  fact, 
however,  and  as  has  been  already  noted,  even  sight  drafts  are  in 
many  other  countries  frequently  held  awaiting  actual  arrival 


ner  is  the  fact  that  it  forms  an  acknowledgment  of  indebt- 
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edness  which  it^  then  unnecessary  to  prove  item  by  item  in  the 
case  of  litigation.  In  most  cases  acceptances  are  far  simpler  to 
collect  judicially  than  open  accounts. 

It  must  not  be  forgotten  that  it  is  always  essential  that  a  full 
and  complete  understanding  be  arrived  at  with  foreign  custom- 
ers as  to  the  form  of  draft  that  shall  be  drawn  and  its  terms. 
Such  understandings  vary,  of  course,  according  to  the  char- 
acter of  the  customer  involved  and  to  some  extent  according  to 
the  risk  as  a  whole.  Thus,  it  is  often  the  custom  of  large 
English  shippers  to  exact  definite  agreements  from  some  if  not 
all  of  their  foreign  customers  as  to  protection  for  their  drafts. 
One  contract  order  form  which  is  prescribed  by  British  ex- 
porters, after  instructions  as  to  how  a  draft  shall  be  drawn — 
for  example,  at  sixty  days'  sight — involves  their  customers  in  the 
following  undertaking:  ''which  we  hereby  bind  ourselves  to  ac- 
cept immediately  on  presentation  and  to  pay  at  maturity,  or  if 
not  then  to  suffer  all  losses  and  expenses  arising  from  failure  to 
do  so  and  from  a  sale  of  said  goods  to  be  effected  by  you  on  our 
account  and  risk.'' 

Legal  Status  of  Accepted  Drafts. — When  a  draft  is  accepted 
by  a  good  house  (with  emphasis  on  good)  it  may  almost  be  re- 
garded as  insurance  of  due  payment  at  maturity,  since  an  ac- 
cepted draft  is  in  all  countries  looked  upon  as  a  debt  of  honor 
because  the  signature  has  been  given.  The  paper  becomes  val- 
uable as  a  promise  to  pay,  so  that  in  any  court  such  an  accept- 
ance figures  as  a  distinct  obligation  on  the  part  of  the  acceptor, 
and  in  some  countries  it  takes  precedence  of  all  other  debts  not 
guaranteed  in  this  way.  Besides  this,  uncertainty  is  eliminated 
in  cases  where  bad  trade,  revolutions,  disturbances,  earthquakes 
or  fluctuations  in  exchange  might  otherwise  incline  the  debtor  to 
postpone  payment.  Very  often  also,  when  legal  procedure  be- 
comes necessary,  courts  are  prepared  in  many  countries  to  admit 
a  draft  bearing  the  signature  of  the  drawee,  that  is  accepted  by 
him,  as  sufficient  prima  facie  evidence  of  the  indebtedness  of 
the  drawee,  because  an  acceptance  constitutes  the  most  definite 
recognition  of  liability  on  the  part  of  a  debtor.  It  is  a  volun- 
tary acknowledgment  of  such  debt,  whereas  there  may  be  a  vast 
deal  of  bother,  if  not  difficulty,  in  getting  a  court  to  recognize 
such  indebtedness  when  it  can  only  be  proved  by  invoices  and 
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accounts  current,  even  when  those  invoices  haw  been  legalized 
by  the  consul  of  the  respective  country. 

Arranging  Long  Terms. — When  a  manufacturer  or  other 
shipper  is  disposed  to  carry  foreign  credits  on  his  own  account, 
without  seeking  advances  of  cash  from  bankers  against  ship- 
ments as  they  are  made,  it  is,  of  course,  possible  to  make  such 
terms,  against  acceptances  or  otherwise,  as  may  seem  good  and 
proper.  But  there  are  few  manufacturers  in  a  position  to  do 
more  than  a  limited  export  business  on  this  basis.  Most  people 
who  believe  that  export  trade  is  worth  having  are  anxious  to  get 
as. much  of  it  as  possible,  and  in  order  to  develop  it  in  adequate 
measure  they  are  obliged  to  have  recourse  to  bankers  who,  in- 
deed, as  has  been  pointed  out,  are  really  established  for  the  pur- 
pose of  extending  such  assistance  and  profiting  thereby.  No 
hesitation  need  be  felt  by  any  manufacturer  in  seeking  to  utilize 
banking  facilities  in  this  direction. 

However,  in  buying  foreign  documentary  drafts  foreign  ex- 
change bankers  are  rarely  willing  to  negotiate  documents  drawn 
at  more  than  ninety  days  after  sight,  at  least  unless  they  are 
holders  of  approved  letters  of  credit  authorizing  longer  terms. 
Incidentally,  it  may  be  remarked  that  banking  practices,  with 
the  development  of  our  American  discount  markets,  will  prob- 
ably become  more  generous  as  to  terms  which  are  acceptable. 
It  may  also  once  more  be  repeated  that  while  the  term  ''sale"  or 
''discount"  of  foreign  drafts  is  here  used  in  the  common,  collo- 
quial way,  the  operation  is  not  properly  described  by  those 
words;  it  is  purely  a  loan  against  hypothecation  of  securities. 

It  has  already  been  argued  that  ninety  days  credit,  that  is, 
credit  against  acceptance  of  a  ninety-day  draft,  is  and  should  be 
all  that  need  usually  be  extended  by  any  American  shipper  to 
thoroughly  good  and  responsible  foreign  customers.  However, 
it  is  not  to  be  denied  that  in  some  trades  longer  terms  may  be- 
come necessary  as  they  may  also  seem  desirable  with  some  cus- 
tomers. 

How  Drafts  May  Be  Extended.— There  are  several  ways  in 
which  longer  credits  may  be  arranged  in  this  country  and  sellers 
of  goods  still  enjoy  the  use  of  funds  advanced  by  bankers.  This 
is  quite  often  done  by  renewing  drafts.  By  this  is  meant  that  if 
upon  approach  of  the  due  date  for  a  ninety-day  acceptance,  the 
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foreign  customer  finds  that  it  will  not  be  convenient  for  him  to 
pay  it  at  that  time,  he  can  advise  the  shipper's  local  agent  or 
he  can  cable  direct  to  the  American  shipper.  The  latter  can 
then  arrange  with  the  bankers  to  whom  he  sold  the  original  bill 
to  cable  or  write  the  local  bankers  in  the  customer's  city  to 
avoid  protest.  The  American  house  can  then  forward  a  fresh 
draft  on  the  customer,  again  at  ninety  days'  sight,  if  necessary, 
to  be  substituted  for  the  first  one  when  the  customer  duly  ac- 
cepts the  second.  The  customer  will  thus  receive  on  the  two 
drafts  a  total  of  six  months'  credit.  Additional  and  sometimes 
considerable  charges  are  involved  in  following  this  procedure, 
including,  of  course,  extra  bank  charges  for  interest,  commis- 
sion, postage,  etc.,  and  probably  costs  of  cablegrams.  Such 
costs,  of  course,  must  be  borne  by  the  customer. 

The  same  result  is  perhaps  secured  rather  more  frequently  in 
the  following  manner:  The  acceptor  of  a  draft  which  he  may 
not  wish  to  pay  on  due  date  may  draw  his  own  draft  against 
the  drawer  of  the  original  draft,  and  with  its  proceeds  take  up 
his  own  obligation.  The  original  drawer  will  in  his  turn  re- 
draw against  original  drawee,  with  added  interest  and  costs  in- 
cluding commission,  postage  and  revenue  stamps,  etc. 

Naturally,  bankers  do  not  look  with  entire  approval  on 
methods  such  as  these.  It  is,  however,  sometimes  necessary  to 
follow  them,  and  when  bankers  are  on  suitably  intimate  terms 
with  shippers  little  diflSculty  is  experienced  in  putting  through 
such  operations.  The  author  has  known  of  one  instance  where  a 
New  York  exporter  carried  drafts  amounting  to  something  like 
$60,000  for  almost  two  years'  time  by  similar  methods. 

Draft  Benewals  not  Always  Discreditable.— It  should  be 
noted  that  a  request  from  a  foreign  customer  that  an  accepted 
draft  be  extended  by  no  means  always  implies  that  the  customer 
is  in  financial  straits.  Such  a  request  is  frequently  made  from 
countries  enjoying  the  blessings  of  silver  or  paper  currency  be- 
cause exchange  rates  are  at  an  abnormally  low  figure.  If  no 
stated  rate  of  exchange  has  been  named  on  the  face  of  the  draft, 
or  agreed  upon  when  customer  gave  his  acceptance,  then  paying 
on  a  given  day  might  involve  needlessly  heavy  charges.  Again, 
in  many  parts  of  Latin  America  the  funds  of  some  of  the  larg- 
est importers  may  be  tied  up  in  extended  credits  to  agriculturists 
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whose  payments  depend  on  the  crops.  Even  a  strong  and  rich 
importer  may  sometimes  be  disappointed  and  embarrassed  in 
his  local  collections  owing  to  backwardness  of  the  crops,  un- 
favorable weather  and  similar  conditions. 

Time  Oranted  by  Series  of  Drafts.— Another  way  of  extend- 
ing credit  for  longer  periods  than  are  usually  covered  by  drafts 
which  bankers  are  willing  to  buy,  may  be  adopted  by  shippers 
who  are  willing  to  carry  a  part  of  an  account  for  a  portion  of 
the  credit  term  required.  Thus,  suppose  a  sale  to  be  made  on 
six  months'  time  and  arrangements  concluded  with  customer  to 
split  up  the  total  invoice  value  among  several  drafts,  each  to  be 
drawn  at  ninety  days'  sight.  There  may  be  two  drafts,  one  of 
which  at  ninety  days'  sight  the  shipper  would  cash  as  soon  as 
shipment  was  made,  and  the  other,  at  six  months'  sight,  he 
would  send  forward  for  acceptance,  to  be  then  returned  to  New 
York,  where  it  would  arrive  in  time  for  it  to  be  discounted 
ninety  days  prior  to  its  due  date.  This  would  involve  the  ship- 
per in  carrying  one-half  of  the  amount  for  half  the  period,  that 
is,  say  for  ninety  days,  the  other  half  being  advanced  by  the 
bankers  on  shipment.  Such  a  plan  is  susceptible  of  extension 
and  all  sorts  of  modifications.  Longer  time  may  be  covered  and 
the  amount  involved  divided  among  a  series  of  drafts  at  any 
desired  running  time,  one  at  3  months,  others  at  4,  6,  8  months, 
etc.,  each  being  discounted  with  bankers  at  such  period  prior  to 
maturity  as  bankers  are  willing  to  consider  in  negotiating  such 
bills. 

COOPERATION  OF  BANKERS 

A  great  deal  of  advantage  may  be  found  by  American  ship- 
pers in  utilizing  commercial  letters  of  credit  in  some  ways  which 
do  not  at  first  suggest  themselves  to  the  uninitiated.  For  ex- 
ample, within  a  year  or  so  ago  a  ruling  of  the  Federal  Reserve 
Board  was  made  under  which  *'an  American  merchant  de- 
siring ultimately  to  export  merchandise,  can  under  proper  ar- 
rangements with  his  banker,  draw  on  time  in  anticipation  of  the 
actual  export,  using  the  funds  in  the  purchase  or  preparation  of 
his  shipment  and,  when  ready  actually  to  export,  use  the  pro- 
ceeds of  the  drafts  that  he  draws  on  the  buyer  or  the  buyer's 
banker  in  liquidation  of  the  acceptance."^ 

iJohn  E.  Gardin,  Vice-President,  National  City  Bank  of  New  York. 
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How  Letters  of  Credit  May  be  Utilized.— Another  way  in 
which  letters  of  credit  have  already  been  utilized  by  American 
shippers  is  described  by  Franklin  Escher,  author  of  *' Elements 
of  Foreign  Exchange/'  in  articles  appearing  in  the  American 
Exporter,  from  which  the  following  may  be  condensed: 

*' A  lot  of  agricultural  machinery,  we  will  say,  has  been  sold  in 
Buenos  Aires.  The  New  York  merchant  who  has  sold  the  ma- 
chinery goes  to  his  banker  and  asks  for  an  export  letter  of 
credit.  *We  have  sold  a  lot  of  machinery  down  there,'  he  says, 
'which  will  be  paid  for  within  thirty  days  after  its  arrival.  In 
the  meantime  we  do  not  want  to  be  out  of  the  money.  Here  are 
the  bills  of  lading  made  over  to  yourself,  and  here  are  the 
invoices  and  all  the  necessary  papers.  Give  us  a  letter  of  credit 
so  that  we  can  get  our  money  at  once  on  this  shipment  and 
take  up  other  business.' 

''To  the  banker  this  is  an  attractive  proposition.  A  bona  fide 
trade  has  been  put  through ;  he  has  all  the  evidence  of  it  in  his 
own  hands.  He  knows  that  by  the  issue  of  an  export  letter 
of  credit,  he  can  cause  the  exporter  to  get  the  money  he  wants 
without  he  himself,  the  banker,  putting  up  any  actual  cash.  If 
the  exporter  be  allowed  to  draw  a  ninety-day  draft  on  the  New 
York  banker's  London  correspondent,  for  instance,  that  draft 
can  be  sold  for  dollars  in  the  New  York  exchange  market  and 
the  exporter  will  get  the  money  he  needs  at  once.  This  ninety- 
day  draft  drawn  by  the  exporter  will  be  'accepted'  upon  its 
arrival  in  London,  but  it  will  not  have  to  be  actually  paid  for 
ninety  days.  In  the  meantime  the  merchandise  will  have  been 
sent  to  South  America,  will  have  been  paid  for,  and  the  proceeds 
remitted  to  the  London  banker  on  whom  the  American  exporter 
drew  the  ninety  day  draft.  No  actual  cash  will  have  been  put 
up  by  either  banker  engaged  in  the  transaction.  The  bills  of 
lading  and  other  documents  are  turned  over  to  the  banker  who 
issues  the  credit  so  that  they  may  be  forwarded  by  him  to  his 
correspondent  in  Buenos  Aires,  who  will  attend  to  the  collection 
of  the  money  from  the  buyer  of  the  merchandise  in  that  place. 
This  money,  as  it  is  collected,  is  remitted,  not  back  to  New  York, 
but  to  the  banker  in  London  on  whom  the  export  letter  of  credit 
gives  the  American  shipper  a  right  to  draw." 

Advantages  of  London  to  American  Bankers. — ^Londo^  has 
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heretofore  been  brought  into  these  transactions  for  a  number  of 
reasons.  For  one,  because  until  the  passage  of  the  Federal  Re- 
serve Act,  National  Banks  in  the  United  States  were  not  al- 
lowed to  accept  time  drafts.  Another  reason  has  been  that  the 
New  York  bankers  have  not  wished  to  put  up  any  actual  money 
and  have  required  a  foreign  point  on  which  their  clients  might 
draw  long  bills.  For  such  bills,  issued  under  first  class  letters 
of  credit,  there  has  always  been  an  excellent  market  in  New 
York,  and  by  bringing  into  the  transaction  a  third  point,  such 
as  London  or  Paris,  the  bank  here  has  been  able  to  loan  its  credit 
and  keep  its  cash.  That  cash  has  ultimately  come  out  of  the 
great  discount  market  in  London,  which  has  absorbed  drafts 
drawn  under  bankers'  credits.  When  '^accepted'*  by  a  London 
banker  they  have  been  readily  discounted  in  that  market.  Some- 
thing of  this  sort  will  rapidly  develop  in  New  York.  But,  once 
again,  the  reader  must  be  reminded  that  we  are  discussing  condi- 
tions existing  in  normal  times,  not  war  times,  and  that  develop- 
ments from  the  war,  whose  effects  no  one  can  foretell,  may  result 
in  a  considerable  change  in  New  York-London  relations. 

However,  before  we  attempt  to  consider  this  vital  and  most 
interesting  matter,  we  shall  do  well  to  review  the  general  subject 
of  what  are  called  ^'the  foreign  exchanges." 


PBINOIPLE  AND  BATES  OF  FOREIGN  EXCHANGE 

The  ground  work  on  which  the  system  of  foreign  exchange  rests 
and  for  which  it  was  originally  established  is  the  financing  of  in- 
ternational trade.  To  make  it  possible  for  the  exporter  to  con- 
vert his  drafts  into  francs  or  marks  or  pounds  sterling,  enabling 
his  foreign  customers  to  pay  for  the  goods  which  he  ships  them 
in  money  with  which  they  are  familiar,  at  the  same  time  obtain- 
ing for  himself  the  exact  equivalent  of  his  invoice  in  dollars, 
and,  on  the  other  hand,  to  make  it  possible  for  importers  who 
have  debts  to  pay  abroad  similarly  to  satisfy  such  indebtedness 
— these  are  the  many  functions  of  the  foreign  exchange  market. 

What  Governs  Bates  of  Exchange.— The  rate  of  exchange  is 
the  price  given  in  one  country  for  the  money  of  another  coun- 
try. These  rates  are  regulated  by  the  laws  of  supply  and  de- 
mand, which  in  turn  are  influenced  by  the  balance  of  trade  be- 
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tween  the  two  countries.  But  one  of  the  principal  factors  in 
determining  the  rate  of  exchange  in  normal  times  is  the  cost  of 
remitting  specie,  or  what  in  New  York  is  called  the  gold  ex- 
port point.  It  is  obvious  that  when  better  results  can  be  ob- 
tained by  shipping  specie  debtors  will  adopt  that  course,  in- 
convenient though  it  be,  in  preference  to  buying  bills.  When 
operating  in  exchange  a  merchant  does  not  trouble  to  inquire 
whether  exchange  is  above  or  below  par.  All  he  is  concerned 
with  is  the  actual  rate  of  exchange  for  the  day  and  whether  it 
is  likely  to  go  higher  or  lower. 

Different  rates  of  exchange,  as  quoted  on  a  given  day  by 
bankers  and  reported  in  the  newspapers,  represent  rates  ruling 
for  bills  of  different  qualities,  as  for  example  bankers'  bills,  that 
is  bills  drawn  on  concerns  whose  credit  is  beyond  dispute 
and  ordinary  commercial  bills  drawn  in  the  usual  course  of 
trade.  Different  prices  are,  of  course,  quoted  for  bills  payable 
at  sight,  and  those  payable  at  sixty  or  ninety  days  after  sight, 
since  the  interest  for  the  period  must  be  calculated. 

At  certain  times  of  the  year  when  a  country  like  the  Argentine 
or  the  United  States  is  harvesting  and  exporting  a  large  por- 
tion of  its  crops — ^for  example,  wheat,  com  and  cotton — Euro- 
pean countries  may  have  large  payments  to  make  to  those  coun- 
tries, without  such  payments  being  counterbalanced  at  the  mo- 
ment by  a  correspondingly  large  set  of  payments  to  Europe, 
speaking  now,  as  always,  of  intemationid  trade  as  it  existed 
prior  to  the  war  and  will  probably  again  exist  with  the  return  of 
peace.  At  such  a  time,  the  demand  for  bills  will  be  light  as  com- 
pared with  the  offerings  and  the  rate  in  New  York  will  fall  until 
specie  point  is  reached  and  gold  imports  become  likely.  At  an- 
other season  the  current  of  remittances  may  be  all  the  other 
way. 

Thus  the  law  of  supply  and  demand  governs  the  seasonal 
fluctuations  of  the  international  exchanges.  We  had  dur- 
ing the  war  an  extraordinary,  unprecedented  illustration  of  the 
principle  in  the  fall  in  value  on  th6  New  York  market  of  pounds, 
francs,  lire,  roubles,  etc.,  chiefly  due  to  the  fact  that  the  great 
movement  of  trade  was  all  one  way — from  the  United  States  to 
Europe.  We  did  not  buy  values  in  Europe  to  offset  Europe's 
purchases  from  us.    To  this  major  cause  some  authorities  in- 
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dine  to  add  actual  depreciation  in  national  currencies  in  Europe 
because  of  bond  issues,  depletion  of  reserves,  etc. 

So  far  as  international  indebtedness  is  concerned,  bills  of  ex- 
change constitute  a  sort  of  floating  currency.  One  bill  is  a 
record  of  a  debt  payable  by  say  a  London  merchant  to  one  in 
New  York  at  a  fixed  date ;  another  is  a  record  of  a  debt  payable 
by  a  New  York  merchant  to  one  in  London.  By  selling  these 
bills  to  bankers  the  transmission  of  gold  is  avoided,  and  only 
when  the  banks  have  not  sufficient  bills  on  one  country  to  set 
against  those  of  the  other,  and  cannot  buy  cheaply  enough  in 
their  monetary  centers  further  bills  payable  in  the  desired 
country,  does  it  become  necessary  to  ship  gold.  It  is  the  clear- 
ing house  principle. 

Paying  in  Specie  Instead  of  by  Bill  of  Exchange.— When  a 
merchant  in  one  country  purchases  goods  of  a  merchant  in  an- 
other, he  is,  in  the  ordinary  way,  under  the  obligation  of  paying 
over  to  the  seller  at  a  certain  date  so  much  gold  coin  in  the  cur- 
rency of  the  country  in  which  the  seller  resides.  How  is  he 
to  do  thisf  Somehow  or  other  he  is  under  the  necessity  of  pur- 
chasing the  requisite  amount  of  foreign  gold  coin.  If  the  debtor 
could  not  purchase  a  bill  of  exchange  payable  in  the  country 
of  his  foreign  creditor  wherewith  he  could  liquidate  his  debt  he 
would  be  under  the  compulsion  of  purchasing  in  his  own  country 
foreign  gold  coin,  if  it  were  available,  or  the  exact  weight  equiva- 
lent in  some  form  of  gold  of  the  foreign  gold  coin.  In  that  case 
he  would  have  to  pay  over  and  above  the  actual  gold  equivalent 
of  his  debt  the  cost  of  carriage  and  insurance.  Consequently  if 
he  can  purchase  a  bill  of  exchange,  i.e.,  an  order  on  some  one  in 
the  city  or  the  country  of  his  creditor  to  pay  to  some  one  else 
there  the  amount  of  his  debt  in  local  foreign  coin,  it  will  be 
profitable  for  him  to  do  so,  so  long  as  it  does  not  cost  him  more 
than  sending  gold  over.  When,  however,  rates  at  which  such 
remittance  can  be  purchased  rise  above  a  certain  point  it  be- 
comes cheaper  to  ship  the  actual  gold.  When  this  point  is 
reached  gold  does  actually  leave  the  country,  not  that  the  debtor 
himself  actually  buys  gold  and  ships  it,  but  the  bankers  who 
constitute  the  market  in  these  foreign  exchanges  find  themselves 
under  the  necessity  of  exporting  gold.* 

1  Adapted  from  Heelis,  ''Theory  and  Practice  of  Commerce." 
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In  the  case  of  each  country  the  "gold  points''  are  just  as 
much  higher  or  lower  than  the  par  of  exchange,  that  is  the  rela- 
tive actual  weight  of  gold  in  coins  of  different  countries,  as  is 
represented  by  the  cost  of  forwarding  and  insuring  gold  from 
one  center  to  another.^ 

A  DISCOUNT  MABEET  AND  ITS  FACILITIES 

Since  the  establishment  of  the  Federal  Reserve  system  we  have 
heard  a  good  deal  about  the  advantages  of  a  discount  market 
and  the  chances  for  the  establishment  in  New  York  of  a  market 
of  this  description  comparable  with  that  of  London.  To  take 
advantage  of  any  such  discount  market  there  has  first  to  be  de- 
veloped the  system  of  acceptances,  and  particularly  bankers' 
acceptances,  which  long  ago  was  firmly  established  in  London, 
but  which  prior  to  the  present  Act  was  forbidden  to  National 
Banks  of  the  United  States.  The  Federal  Reserve  Act  permits 
National  Banks  to  accept  bills  involved  in  the  export  or  import 
of  merchandise. 

Advantage  of  this  permission  was  taken  more  promptly  and 
to  an  extent  quite  unanticipated  because  of  the  enormous  finan- 
cial operations  growing  out  of  purchases  of  war  supplies  in  this 
country  by  the  Powers  of  Europe.  Its  development  may  depend 
in  some  measure  upon  an  increase  in  the  use  of  import  and  ex- 
port letters  of  credit  which,  possibly,  some  American  bankers 
may  require  in  the  early  days  of  their  experience  in  this  sort  of 
business,  or  which  may  be  more  necessary  here  than  in  London 
because  of  the  far  more  numerous  branch  offices  or  headquarters 
in  the  English  capital  of  large  importers  in  all  foreign  markets. 

The  Acceptance  System. — Reduced  to  its  simplest  terms  the 
acceptance  system  may  be  roughly  described  as  follows:  An 
importer  of  goods  in  one  country  authorizes  a  bank  in  another 
country  to  accept  drafts  drawn  for  account  of  the  importer  cov- 
ering shipments  of  merchandise  which  he  orders  from  that 
country.    The  importer  remunerates  the  bank  for  its  complac- 

1  When  a  nation  is  involved  in  war  it  may  and  usually  does  prohibit  the 
export  of  gold,  perhaps  also  silver,  in  order  to  conserve  its  own  resources 
as  well  as  to  prevent  gold  from  reaching  its  enemies.  On  the  other  hand, 
enormous  exports  of  gold  to  creditor  nations  may  be  necessary  in  order  to 
maintain,  at  least,  approximately,  the  par  of  exchange.  We  have  had  il- 
lustrations of  both  courses  in  the  United  States. 
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ency  in  accepting  such  bills  and  the  risk  it  undertakes  in  so  do- 
ing by  paying  a  commission  of,  usually,  one-eighth  or  one- 
quarter  of  1  per  cent.  The  draft  of  the  supplier  of  the  goods, 
bearing  that  supplier's  signature  and  the  acceptance  of  the 
bank  in  question,  in  other  words,  a  two-name  draft,  is  then  sold 
in  the  open  market — ^usually,  in  London,  to  the  great  discount 
companies — ^at  such  a  price  as  may  be  available,  depending 
upon  market  rates  for  money,  etc. 

In  England,  arrangements  for  bank  acceptances  are  quite 
easily  made  because  the  transactions  involved  largely  con- 
sist of  big  shipments  of  piece-goods  to  rich  and  important  houses 
in  foreign  countries,  notably  in  India  and  China,  which  are 
represented  by  their  home  offices,  or  at  least  by  branch  offices, 
in  London.  Orders  from  the  foreign  houses  are  confirmed  to 
European  suppliers  by  the  London  offices  which  make  the  nec- 
essary arrangements  with  the  foreign  and  colonial  banks  estab- 
lished in  London.  Thus,  a  British  house  established  in  India, 
placing  an  order  for  £5,000  worth  of  cotton  goods  from  certain 
Manchester  concerns  will  advise  its  London  office  of  the  trans- 
action and  the  London  office  will  arrange  with  the  Hong  Kong 
Bank  or  the  Chartered  Bank,  or  some  other  bank  having 
branches  in  India,  to  accept  bills  drawn  by  the  Manchester  sup- 
pliers covering  the  orders  in  question.  The  London  offices  of 
the  house  in  India,  having  full  authority,  are  able  to  satisfy  the 
London  branches  of  the  banks  in  question  as  to  their  responsi- 
bility and  offer  the  necessary  securities.  The  author  has  known 
of  four  months'  acceptances  given  in  similar  transactions  be- 
ing so  marketed  as  to  cost  the  Indian  importers  less  than  an  in- 
terest charge  of  4  per  cent,  per  annum  including  the  accepting 
bank's  commission  for  lending  its  signature.  Obviously,  here 
is  a  distinct  advantage  in  the  development  of  foreign  business 
of  large  volume. 

Since  there  are  comparatively  few  large  foreign  houses  which 
have  their  own  branches  in  New  York  capable  of  making  the 
necessary  banking  arrangements  for  acceptances,  it  may  be  that 
New  York  bankers  will  for  some  time  have  to  depend  on  letters 
of  credit  which  may  be  supplied  for  their  authority  to  accept 
bills,  such  letters  of  credit  being  similar  in  a  general  way,  at 
least,  to  documents  we  have  already  remarked  under  this  head- 
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ing.  Our  own  comparatively  limited  export  trade  in  textiles 
of  any  description  will  not  give  us  the  same  great  field  for  the 
development  of  acceptances  running  into  large  figures  which 
the  British  market  enjoys,  yet  we  have  other  commodities 
shipped  in  large  volume  which  may  thus  be  financed  advan- 
tageously. Recent  rulings  of  the  Federal  Reserve  Board  per- 
mit bankers  to  finance  similar  transactions  even  between  buyers 
and  sellers  in  other  countries,  not  connected  at  all  with  the 
United  States,  just  as  London  bankers  have  done.  This  im- 
mensely extends  the  scope  of  financial  operations  in  the  New 
York  market  and  adds  to  our  grounds  for  expecting  a  perma- 
nent maintenance  of  New  York's  rapid  advance  to  be  one  of  the 
world's  financial  centers. 

Developments  in  England.— British  shippers  have  developed 
the  custom  of  securing  and  utilizing  foreign  acceptances  to  a 
point  which  New  York  bankers  will  probably  hesitate  to  adopt 
for  some  time  to  come.  For  example,  a  British  concern  of  good 
standing  and  regarded  as  in  all  respects  reliable,  may  arrange 
with  a  London  banker  to  permit  drafts  to  be  drawn  on  him  up 
to  a  certain  agreed  upon  amount,  merely  on  the  understanding 
that  the  shipper  will  reimburse  the  banker  before  the  drafts 
become  due.  The  shipper  simply  draws  his  draft  on  the  banfker 
and  forwards  it  to  him  for  acceptance.  When  accepted,  it  is 
returned  and  discounted  in  the  open  market,  the  operation  be- 
ing based  on  the  standing  of  the  shipper  or  possibly  of  the  for- 
eign houses  to  whom  shipments  are  made.  This,  it  should  be 
understood,  is  not  a  documentary  draft  transaction. 

Again,  when  a  British  banker  does  not  care  to  cash  a  docu- 
mentary bill  drawn  by  a  shipper  in  England  on  a  foreign  cus- 
tomer the  banker  may  take  the  draft  and  its  accompanying  docu- 
ments and  forward  for  collection,  at  the  same  time  allowing  the 
shipper  to  draw  a  draft  on  him,  which  the  banker  will  accept 
and  which  will  then  be  discounted  in  the  usual  way.  Such  a 
bill  on  the  banker  will  be  so  drawn  as  to  mature  after  the  date 
of  maturity  of  the  drafts  drawn  on  the  foreign  customers,  so 
that  by  the  time  the  bill  accepted  by  the  banker  becomes  due  he 
will  be  reimbursed  by  the  collection  of  the  proceeds  of  the  drafts 
drawn  on  customers  abroad.  These  or  similar  developments, 
however,  will  probably  follow  slowly   in  our  own  markets. 
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They  are  instanced  as  illustrations  of  the  way  in  which  we  may 
hope  that  the  development  of  our  own  discount  market  will 
facilitate  the  growth  of  American  export  trade. 

Advances  Against  Consignments  and  Oolleetions.— While 
many  special  arrangements  are  possible  in  the  New  York  foreign 
exchange  market,  a  good  many  others  have  been  customary  in 
London,  some  of  which  it  is  worth  mentioning  merely  as  an  in- 
dication of  ways  in  which  bankers'  assistance  may,  under  suit- 
able conditions,  be  invoked  in  the  future,  if  not  to-day. 

In  the  case  of  financially  weak  exporters  sending  goods  to 
buyers  whose  standing  is  well  known  to  an  international  bank- 
ing concern,  it  frequently  awaits  cable  notice  of  acceptance  of 
the  draft  before  making  an  advance.  It  might  be  thought  that 
the  bank  is  secured  by  the  shipping  documents,  but  when  it  is 
remembered  that  the  bank  has  no  means  of  knowing  the  contents 
of  the  shipment  or  whether  they  correspond  to  the  invoice,  it 
becomes  clear  why  it  may  not  regard  such  security  alone  as 
ample. 

It  is  even  possible  in  London  for  shippers  who  are  highly  re- 
garded by  their  bankers  to  arrange  drafts  on  those  bankers,  on 
the  security  represented  by  shipments  to  customers  who  do  not 
accept  drafts  but  send  remittances  when  it  suits  them  within 
certain  terms  of  credit.  Bankers  in  doing  this  sometimes  re- 
quire copies  of  the  invoices  and  of  the  bills  of  lading,  but  such 
operations  are  merely  a  matter  of  faith  and  confidence  in  the 
shippers  on  the  part  of  the  bankers,  and  virtually  amount  to  an 
over-draft  of  the  shippers. 

Methods  frequently  used  in  Europe  in  connection  with  con- 
signments of  merchandise  (consignments  as  distinguished  from 
outright  sales),  include  financing  by  bank  acceptance,  the  bank 
in  this  case  acting  as  agent  of  the  seller.  The  bank  finances  the 
transactions  by  lending  its  acceptance.  It  receives  the  ship- 
ping documents  and  letter  of  hypothecation.  The  consignee  re- 
ceives the  documents  against  a  *' letter  of  lien"  and  promises  to 
pay  the  bank  direct  in  first  class  bank  bills  or  by  a  cable  trans- 
fer. If  the  funds  are  not  received  at  maturity  the  consignor  is 
obliged  to  cover  the  bank  in  cash,  or  he  may  draw  again  and 
again  by  paying  an  extra  commission  of  about  one-half  of  1 
per  cent,  every  three  months.    The  business  is  still  financed  by 
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the  bank  through  these  renewals.  This  is  customary  English 
practice,  for  instance,  in  business  with  China. 

At  this  point,  having  noted  some  of  the  ways  in  which  bank- 
ers' capital  and  credit  may  be  utilized  in  export  trading,  we 
may  refer  to  certain  other  facilities  which  they  may  extend  in 
other  phases  of  foreign  operations. 

Some  Ways  of  Oollecting  Open  Accounts. — Collection  of 
open  credit  indebtedness  may  be  made  in  several  ways.  It  may 
be  agreed  that  each  invoice  shall  be  settled  in  so  and  so  many 
days  by  a  direct  remittance  in  London  or  New  York  funds,  or 
remittances  may  be  arranged  each  month  on  the  basis  of  set- 
tling for  items  shipped  30,  60,  90  or  more  days  back ;  or  instead 
of  the  remittance,  the  manufacturer  may  draw  at  sight  or  at 
three  days'  sight,  the  draft  to  be  presented  about  the  time  the 
items  are  due.  Or,  again,  the  manufacturer  may  draw  for  the 
amount  of  an  invoice  at  the  time  of  shipment,,  the  bill  maturing 
at  the  expiration  of  the  credit  limit  granted,  but  being  accepted 
at  the  time  of  the  arrival  of  the  goods.  The  latter  system  is 
naturally  favored,  as  it  fixes  a  definite  time  for  the  payment  of 
the  individual  invoice.  The  drafts  in  question,  of  course,  are 
so-called  ''clean  bills"  in  contradistinction  to  '^documentary 
bills."  The  banks  sometimes,  but  not  often,  buy  these  clean 
bills ;  usually  they  only  accept  them  for  collection. 

In  the  British  wool  trade  with  Germany  terms  were  formerly 
"thirty  days  and  three  months'  bill."  The  British  shippers 
forwarded  their  invoices  through  their  local  agents  at  point  of 
destination  with  a  draft  at  three  months  dating  from  the  expira- 
tion of  the  thirty-day  term.  The  agent  for  the  British  princi- 
pals saw  to  it  that  the  draft  was  accepted  by  the  German  cus- 
tomers, returned  it  so  accepted  to  England  where  it  was  dis- 
counted by  the  manufacturers,  its  proceeds  credited  less  ex- 
penses for  discount,  stamps,  etc.,  and  remittance  for  balance,  if 
any,  requested  from  the  buyers. 

In  our  general  consideration  of  ways  of  negotiating  drafts 
through  bankers  we  have  already  seen  how  it  is  sometimes  pos- 
sible to  draw  against  bankers  even  when  goods  have  been 
shipped  on  open  account,  usually  supplying  certified  copy  of 
invoice  and  non-negotiable  bills  of  lading.  With  such  a  draft 
on  a  banker  one  or  more  separate  drafts  on  customers  may  be 
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supplied  covering  the  total  amount  involved,  but  at  sufficiently 
shorter  sight  to  enable  bankers  to  secure  proceeds  on  them  from 
customers  before  due  date  of  the  bill  drawn  on  and  accepted  by 
the  bankers.  The  foregoing  are  only  hints  as  to  possibilities 
which  it  is  worth  while  investigating  as  one's  export  trade  ex- 
pands. They  should  not  be  undertaken  or  so  much  as  com- 
templated  by  the  beginner. 

OOLLEOTINO  PAST  DUE  FOREIGN  AOOOUNTS 

There  ought  seldom  to  be  any  occasion  in  export  business  for 
forcing  collection  of  any  accounts  save  dishonored  and  protested 
acceptances.  Reference  is  now  made  to  the  ordinary  exporter, 
doing  business  at  long  range.  Most  bad  debts  or  overdue  ac- 
counts with  foreign  customers  result  from  the  extension  of 
open  account  terms  and,  fortunately,  are  usually  for  small 
amounts  of  little  or  no  importance,  that  is,  for  sample  ship- 
ments or  small  balances  which  have  happened  by  chance.  An 
exception  is  to  be  noted,  namely,  when  an  exporter  is  repre- 
sented in  a  foreign  market  by  his  own  branch  house  or  an  agent. 
Then  he  may  sometimes  operate  there  just  as  do  local  concerns 
anywhere.  Collections  in  such  cases  will  be  handled  locally. 
"What  we  now  have  to  consider  are  collections  by  Americans 
who  have  no  local  foreign  representation  in  a  debtor's  market. 

Collections  from  foreign  debtors  are  necessarily  more  trouble- 
some than  those  from  domestic  customers.  The  distance  makes 
an  amicable  understanding  less  easy  of  accomplishment.  Ac- 
counts which  cannot  be  amicably  settled  at  home  are  consid- 
ered by  credit  men  bad  enough  but  they  are  far  less  satisfac- 
tory abroad.  But  no  matter  how  small  the  amount,  the  cred- 
itor is  usually  loth  to  lose  it.    What  can  he  dof 

Collection  Letters. — ^An  attempt  to  adjust  a  foreign  account 
by  correspondence  from  the  home  office  in  the  United  States 
is  an  affair  of  great  delicacy.  No  end  of  tact  and  diplomacy  is 
absolutely  essential.  In  the  first  place  it  must  be  remembered 
that  the  seller's  rights  and  obligations  are  governed  by  the  laws 
of  the  foreign  country  where  the  goods  have  been  sold.  Amer- 
ican laws  and  customs  do  not  count.  In  the  next  place  the 
manufacturer  must  remember  that  there  may  often  enough  be 
many  other  causes  for  belated  remittances  than  carelessness  or 
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a  disposition  on  the  part  of  buyers  to  pay  when  they  get  ready, 
irrespectiye  of  terms  of  sale. 

In  all  countries  of  fluctuating  currencies  the  rate  of  exchange 
from  week  to  week  and  month  to  month  governs  remittances  to 
a  large  extent.  A  customer  in  such  a  country  may  feel  sure 
that  by  waiting  a  few  weeks  to  make  remittances  he  will  be 
able  to  save  a  large  amount  of  money,  because  more  favorable 
rates  of  exchange  will  then  prevail.  It  will  not  do  for  a  specific 
manufacturer  to  counter  this  argument  with  the  plea  that  his 
account  is  only  a  small  one,  for  his  customer  may  not  be  regard- 
ing one  account  alone,  but  may  wish  to  group  all  accounts  pay- 
able together  to  take  advantage  of  the  favorable  rate  of  ex- 
change which  he  anticipates.  Furthermore,  while  ocean  mails, 
except  in  times  of  war,  are  reasonably  safe,  yet  loss  or  miscar- 
riage of  mails  does  happen  and  disasters  to  mail  steamers  do 
occur  from  time  to  time.  Valuable  letters  which  have  included 
remittances  may  for  such  reasons  never  arrive. 

However,  making  all  due  allowances  for  conditions  which 
may  excuse  dilatory  tactics  on  the  part  of  one's  customers 
abroad,  yet  there  sometimes  occur  cases  when  it  is  necessary  to 
press  for  payments  with  some  firmness.  Assuming  that  a  care- 
ful manufacturer  will  never  have  permitted  the  possibility  of 
an  overdue  account  except  with  customers  whom  he  regards  as 
exceptionally  desirable,  then  it  must  follow  that  extreme  care 
should  be  exercised  to  avoid  giving  such  customers  offense  or 
undue  annoyance.  If  they  are  of  the  sort  which  we  have  as- 
sumed, then  they  will  be  presumably  desirable  customers  in  the 
future  on  some  mutually  satisfactory  terms.  For  a  manufac- 
turer to  permit  his  bookkeeping  department  or  his  domestic  col- 
lection department  to  write  the  short,  stiff  collection  letters  em- 
ployed in  the  United  States,  will  almost  certainly  be  fatal  to 
any  prospects  for  future  trade  with  foreign  customers.  One 
such  letter  addressed  abroad  will  not  only  fail  to  bring  the  de- 
sired remittance  but  so  antagonize  the  customer  that  he  will  be 
disposed  to  give  the  manufacturer  all  the  trouble  possible  in  col- 
lecting the  account  in  question,  aAd  discontinue  future  business. 

Pleas  to  Induce  Bemittances. — There  are  any  number  of 
ways  of  making  urgent  requests  for  prompt  settlement  of  over- 
due accounts.    One  favorite  way  is  to  point  out  that  in  the 
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manufacturer's  export  trade  especially  low  prices  have  been 
made  in  the  confident  expectation  that  remittances  will  follow 
on  agreed  upon  terms,  that  it  will  obviously  be  impossible  to 
maintain  such  prices  in  the  future  unless  the  terms  are  rigidly 
adhered  to. 

Again,  it  may  be  pointed  out  that  the  shipper  is  a  manufac- 
turer and  not  a  banker,  that  in  the  United  States  our  business 
is  strictly  a  cash  one  and  that,  owing  to  the  manufacturer's 
great  desire  to  favor  the  particular  customer  in  default,  excep- 
tional terms  were  made  in  his  case  at  best  involving  loss  of  the 
use  of  the  money  involved  for  much  longer  than  is  customary 
here  at  home,  and  that  therefore  the  conduct  of  the  manufac- 
turer's business  will  be  seriously  deranged  if  the  term  of  credit 
granted  is  exceeded.  Or  yet  again,  that  the  margin  of  profit 
in  the  export  prices  that  have  been  quoted  does  not  permit  the 
extension  of  credit  terms. 

The  manufacturer  may  also  employ  a  weapon  that  is  rather 
uncommon  in  the  United  States  but  that  is  frequently  used  by 
Buropeims,  namely,  the  demand  for  interest.  It  may  be  pro- 
posed to  the  debtor  that,  on  some  of  the  foregoing  accounts,  it 
is  only  fair  that  interest  on  the  overdue  account  be  paid  not 
merely  for  the  overdue  time  but  from  invoice  date  at  the  rate 
current  in  this  country,  say,  6  per  cent.,  or  at  a  higher  rate  be- 
lieved to  be  customary  in  the  debtor's  country.  This  will  often 
ensure  prompter  attention  on  the  part  of  such  debtors  in  future 
transactions,  in  countries  where  local  rates  of  interest  range  as 
high  as  12  per  cent,  or  18  per  cent,  per  annum.  In  other  coun- 
tries where  a  charge  of  6  per  cent,  only  can  be  made  it  would 
probably  be  well  to  provide  that  it  shall  not  be  made  a  prece- 
dent for  future  business  because  of  the  policy  which  governs 
American  domestic  and  foreign  trade.  Whatever  arguments 
are  adopted,  the  principle  of  unvarying  good  nature  and  tact 
must  not  for  a  single  instant  be  forgotten. 

Kinds  of  Collections. — Open  accounts  are  much  more  diffi- 
cult to  sue  on  in  most  countries  than  claims  based  on  accept- 
ances or  notes.  The  reason  fcrr  this  is  that  in  most  countries  it 
is  unnecessary  to  prove  the  account  item  by  item  where  an  ac- 
ceptance or  note  furnishes  prima  facie  evidence  of  the  claim. 

In  the  case  of  a  claim  by  the  debtor  on  the  shipper  as  an  off- 
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set  in  part  against  the  latter 's  account,  the  shipper  who  cares 
for  his  foreign  trade  will  do  well  to  show  the  utmost  fairness 
and  even  liberality  to  his  customer,  provided  there  is  a  substan- 
tial justification  for  the  claim.  It  may  frequently  be  worth 
while  to.  agree  to  an  unjust  claim,  but  to  communicate  the  in- 
cident confidentially  to  mercantile  agencies,  the  export  trade 
press  and  various  organizations  interested,  for  the  protection 
of  American  trade. 

In  the  case  of  insolvency  it  is  best  to  consult  an  attorney  with 
experience  in  foreign  countries  or  a  bank  having  branches  in 
the  debtor's  place  of  residence.  Many  countries  have  stringent 
regulations  as  to  the  filing  of  claims  against  insolvent  estates 
within  a  certain  time  limit,  or  on  the  subject  of  representation 
of  foreign  claims,  or  with  regard  to  the  form  in  which  powers 
of  attorney  and  proofs  of  claims  are  to  be  made  out.  There  are 
so  many  different  features  of  claims  against  bankrupt  estates 
abroad  that  it  is  unwise  to  handle  them  direct. 

By  far  the  most  usual  cases  in  which  proceedings  against 
debtors  become  necessary  are  those  involved  in  drafts  protested 
either  for  non-payment  or  non-acceptance. 

Care  must  be  taken  to  instruct  the  banks  handling  drafts  to 
protest  same  within  the  legally  required  limit  in  case  of  non- 
payment if  there  is  the  slightest  indication  that  the  account  will 
be  dishonored.  Non-protested  acceptances  in  many  countries 
are  nothing  more  than  mere  evidence  of  indebtedness.  A  pro- 
test by  a  notary  public  is  looked  upon  in  most  foreign  courts  as 
the  only  legal  proof  of  dishonor  and  the  protest  papers  there- 
fore play  an  important  part  in  suing  in  a  foreign  court  in  re- 
spect of  a  dishonored  bill. 

If  the  person  on  whom  a  bill  is  drawn  refuses  to  accept  it  or 
to  pay  it  at  maturity  it  must  in  some  countries  be  ** noted," 
that  is,  taken  to  a  notary  public  who  presents  it  for  acceptance 
or  payment  as  required.  If  the  notary  is  refused  he  notes  this 
fact  on  a  ticket  which  is  attached  to  the  bill.  ''Noting  a  biir* 
is  in  England  required  as  proof  that  the  bill  has  been  duly  pre- 
sented and  dishonored.  In  addition  to  noting  the  bill  it  must 
be  protested  in  case  it  has  been  dishonored.  This  is  a  legal  for- 
mality in  which  the  notary  presents  the  bill  for  acceptance  or 
payment  and  if  this  is  withheld  he,  the  notary,  draws  up  a 
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declaration  protesting  against  the  refusal  of  the  drawee  to  ac- 
cept or  pay.  When  a  bill  is  either  noted  or  protested,  notice  is 
given  by  the  holder  to  the  last  endorser  of  the  bill  and  also  to 
the  drawer. 

Possible  Prooediire  in  Making  OoUections.— By  all  means 
the  best  way  of  handling  delinquent  debtors  from  whom  ac- 
counts are  due  is  to  place  the  whole  matter  in  the  hands  of  one's 
resident  agents  in  the  debtors'  territory.  In  default  of  such 
agents  it  will  usually  be  found  profitable  to  abandon  a  small 
claim,  for  in  any  except  accounts  aggregating  considerable 
sums  of  money  it  is  emphatically  true  in  relations  with  foreign 
countries  that  ''the  first  loss  is  the  best."  It  is  possible,  of 
course,  to  forward  claims  to  foreign  attorneys  or  collection 
agencies  in  the  debtor's  city  and  this  may  be  done  either  direct, 
or  through  the  many  similar  agencies  in  the  United  States 
which  have  foreign  correspondents.  Great  care  must,  however, 
be  exercised  in  either  case  in  making  a  selection  of  a  foreign  at- 
torney or  collection  agency  of  any  description  and  a  fixed  agree- 
ment arrived  at  as  to  terms  acceptable  for  collection  and  as  to 
the  amount  of  the  costs. 

If  lawyer  or  collection  agency  is  contemplated,  then  legal 
proof  of  claim,  and  usually  assignment,  must  not  be  overlooked. 
No  actual  step  towards  collection  can  otherwise  be  made.  A 
mere  ''statement  of  account"  furnishes  a  basis  for  nothing 
more  than  the  emptiest  of  "bluflfs"  which  will  impress  no 
debtor.  A  full  and  detailed  story  of  the  whole  transaction  is 
called  for  with  whatever  documents  and  correspondence  (or 
copies  of  them)  may  be  available,  including  especially  debtor's 
original  order  and  proof  of  shipment.  All  must  be  duly  at- 
tested by  affidavits  submitted  in  form  to  give  them  standing  in 
the  foreign  courts  that  may  be  involved.  This  usually  means 
that  the  creditor's  oath  shall  be  taken  before  a  notary  public, 
his  signature  verified  by  the  County  Clerk,  the  latter 's  by  the 
Secretary  of  the  State  of  which  the  creditor  is  a  resident,  and 
finally  by  certificate  of  the  resident  consul  of  the  foreign  coun- 
try in  the  creditor's  city.  Sometimes  the  certificates  of  the 
Secretary  of  State  of  the  United  States  will  be  required  attested 
by  the  Minister  or  Ambassador  at  Washington  of  the  debtor's 
country.    Adequate  legal  substantiation  of  a  claim  is  indis- 
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pensable  if  any  serious  attempt  at  collection  is  to  be  made. 
Neglect  of  this  primary  essential  means  dangerous  loss  of  tim^i 
if  nothing  worse. 

Bankers  will  sometimes  forward  drafts  on  delinquent  debtord 
with  instructions  to  their  corresponding  banks  abroad,  if  the 
draft  is  not  paid,  to  turn  it  over  for  collection  to  the  local  at- 
torney usually  employed  by  the  bank  itself.  Many  banks,  how- 
ever, decline  to  accept  the  responsibility  implied  in  following 
this  course.  Even  without  such  disposition  of  the  claim,  that 
is,  its  transfer  to  the  banker's  attorney,  it  is  sometimes  efSca- 
cious  to  make  such  a  draft,  or  several  repeated  drafts — ^when 
they  are  passed  through  the  debtor's  own  local  bankers.  The 
debtor  might  pay  no  attention  to  a  draft  of  this  sort  if  pre- 
sented by  local  concerns  with  whom  he  has  no  business  and  for 
whose  opinion  he  does  not  much  care.  But  in  such  instances 
the  debtor  is  usually  rather  jealous  of  his  standing  with  his  own 
bank  and  a  single  draft  with  a  peremptory  letter  attached,  or 
a  series  of  such  drafts,  presented  by  his  own  bank  might  result 
in  payment  when  other  methods  fail. 

Of  course,  no  language  that  is  to  be  described  as  peremptory 
will  ever  be  employed  by  a  creditor  until  every  reasonable  argu- 
ment and  appeal  has  been  exhausted  and  the  point  reached 
where  it  has  become  certain  that  the  delinquent  is  never  again 
wanted  as  a  customer. 

Foreign  Law  and  Lawyers. — Outside  of  a  few  great  coun- 
tries of  the  world  foreign  lawyers  are  by  no  means  always  of 
the  caliber  of  those  to  whom  we  usually  entrust  our  legal  af- 
fairs in  the  United  States,  although  it  is  to  be  confessed  they 
are  sometimes  .quite  as  shrewd.  Their  shrewdness  may,  how- 
ever, react  on  their  American  employers  unless  precaution  has 
been  taken  as  to  amounts  of  their  fees  and  costs.  It  will  usually 
be  found  that  a  foreign  lawyer's  scale  of  fees  appears  decidedly 
modest.  But  as  his  accounts  are  rendered  and  the  total  footed 
up  the  amount  due  will  not  compare  unfavorably  with  expenses 
of  similar  procedure  in  the  United  States. 

Litigation  for  the  collection  of  foreign  accounts  **is  seldom 
satisfactory  and  always  expensive."  Indeed,  it  is  not  too  much 
to  assert  that  costs  of  litigation  abroad  are  usually  prohibitive, 
and  this  is  always  and  emphatically  true  of  small  accounts. 


Digitized  by 


Google 


520  PRACTICAL  EXPORTING 

Furthermore,  delays  of  the  law  are  even  more  exasperating  in 
foreign  countries,  as  a  rule,  than  are  those  of  which  we  com- 
plain at  home.  The  opinion  just  given  may  be  supplemented 
by  that  of  Benjamin  Joy,  Vice  President  of  the  National  Shaw- 
mut  Bank,  of  Boston:  '^ Litigation  is  to  be  avoided  in  South 
American  countries  above  everything,  for  the  expense  and 
trouble  often  more  than  outweigh  the  total  value  of  the  goods 
shipped." 

It  is  not  to  be  forgotten  that  the  laws  of  other  countries  are 
not  often  identical  with  our  laws,  in  fact,  usually  are  very  dif- 
ferent from  ours.  When  an  American  creditor  goes  into  a  for- 
eign court  he  makes  himself  subject  to  the  laws  of  the  country 
of  that  court.  American  laws  no  longer  apply  and  foreign 
creditors  are  at  a  great  disadvantage  when  suing  in  many  coun- 
tries. In  some  of  them  a  debtor,  even  if  he  is  in  the  wrong, 
can. force  an  American  creditor  to  put  up  considerable  costs,  as 
a  foreign  plaintiff.  These  costs  may,  at  the  discretion  of  the 
court,  include  a  security  for  the  debtor's  expenditure  in  de- 
fending the  suit.  Of  course,  if  the  creditor  wins,  the  security 
is  returned  to  him.  A  simple  plan  to  avoid  extra  costs  is  to 
sign  a  so-called  ''session  of  claim"  in  favor  of  the  foreign  at- 
torney who  then  becomes  the  domestic  creditor  as  the  represent- 
ative of  an  American  principal.  The  costs  are  borne  in  some 
cases  by  each  party  and  not  by  the  losing  party  alone. 

In  general,  American  exporters  will  be  well  advised  in  shun- 
ning foreign  litigation  as  they  would  the  plague,  because  of  its 
expense,  the  time  and  annoyance  involved  and  the  disadvantage 
under  which  they  must  labor  because  absent  from  the  scene 
of  action.  Only  when  an  amicable  adjustment  is  unattainable 
and  at  the  same  time  the  claim  itself  is  more  than  usually  im- 
portant is  it  advisable  as  a  last  desperate  recourse  to  resort  to 
litigation. 
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